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Objects of the Taylor Society Incorporated = 


The objects of this Society are, through research, discussion, publication and other appro- 
priate means: 

1. To secure—for the common benefit of the community, the worker, the manager and the 
employer—understanding and intelligent direction of the principles of administration and manage- 
ment which govern organized effort for accomplishing industrial and other social purposes. 

2. To secure the gradual elimination of unnecessary effort and of unduly burdensome toil in 
the accomplishment of the work of the world. 

3. To promote the scientific study and teaching of the principles governing organized effort, 


~and of the mechanisms of their adaptations and application under varying and changing conditions. 


4. ‘To promote general recognition of the fact that the evaluation and application of these 
principles and mechanisms are the mutual concern ofithe community, the worker, the manager and 
the employer. | 

5. To inspire in labor, manager and employer a constant adherence to the highest ethical 
conception of their individual and collective responsibility. 


Membership 


The membership of the Society comprises Members, Junior Members, Honorary Members, 
Life Members, Firm Members, Contributing Members and Student Associates. Application for 
membership should be made ona regular form which may be secured from the Society. New 
members may be elected directly to the grades marked*. 


1. *Member: An individual interested in the development of the science and the art of management as 
engineer, executive, operative, scientist, investigator or teacher. Minimum age 28. Initiation Fee, 
$15. Amnual dues including subscription to the Bulletin, $20. 


2. *Junior Member: A younger member. A Junior Member may become a Member without payment 
of additional initiation fee at 28 years of age and must change to Member at 30 years. Initiation Fee, 
$5. Anpual dues including subscription to the Bulletin, $10. 


For any of the above grades a person engaged in educational work, state service, government serv- 
ice or the service of any other non-commercial enterprise of an eleemosynary nature shall pay one-half 
the initiation fee and one-half the annual dues of the grade to which elected. 


3. Honorary Member: A member elected by the Board of Directors for exceptionally distinguished service in 
the advancement of the science and the art of management. 


4. *Life Member: Any Member who has prepaid all dues by the payment of $500. 


5. *Firm Member: A firm or organization interested in the advancement of the science and the art of 
management which desirés to make the service of the Society available to members of its organiza- 
tion. A firm member designates two representatives (who mav be changed from time to time at 
the organization’s discretion) who have all the rights and privileges of membership except the right 
to vote and to hold office. Annual dues, including two subscriptions to the Bulletin, $40. 


6. *Contributing Member: Any individual, firm or organization desiring to promote the work of the So- 
ciety by an annual contribution of $100 or more. A _ contributing member has all the privileges of 
— or firm membership, as the case may be, including one subscription to the Bulletin 
or each $20 contributed. | 


7. *Student Associate: A regularly enrolled student of management in any school of engineering, business 
administration, commerce or arts, of collegiate rank, or a graduate of such institution who has applied 
for membership not later than one year after graduation, elected upon recommendation of the instructor 
in charge of management courses. A Student Associate may become a Junior Member, without 
payment of initiation fee, any time after graduation and must become a Junior Member at the age 
of 25. Annual dues including subscription to the Bulletin, $3. 


All dues are payable in advance, either annually or in semi-annual instalments. The fiscal 
year is November 1 to October 31. Members elected other than at the beginning of the fiscal year 
are charged pro rata (quarterly) for the first year. 
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Comment 


HIS issue of the Bulletin continues the record 

of the memorable set of addresses and papers 

presented before the Spring Meeting of the 
Taylor Society in Philadelphia. Continued enthusiastic 
comment from outside sources testifies to the value 
of these contributions to the thought of the day on 
the much-talked-of subject of “Planning.” From Mr. 
Dowd’s tiny plant of ten workers through the Society 
of Nations the concept is seen to be applicable. And 
it would be difficult to find a wider variety of personal 
expression on this subject. In Major Urwick, Profes- 
sor Bowie and Mr. van der Leeuw we have three 
Europeans of large practical and scholarly experience 
in the field of international affairs. Mr. Thompson 
speaks out of his years of service for the United States 
government; Professor Ebersole is the scholar in the 
field of finance. Dean Donham was originally scheduled 
to elaborate upon his view of National Planning as 
expressed in his recent book, “Business Adrift.” His 
inability at the last minute to fill the assignment gave 
us some side-lights on the book, and in addition, Pro- 
fessor Ebersole’s views on the general subject. 


T IS rarely that we publish in these columns, be- 
cause of space limitations, papers presented before 
the local sections of the Society. Mr. Lyon’s paper 

on “Scientific Pricing,” however, comes under the 
head of a pioneering contribution in an important field 
that has so far had too little attention. 


latest word from the Persons, who are touring 

the centers of Taylor Society membership in 
Europe. Dr. Person writes, “The kindness of European 
friends has been overwhelming—the name “Taylor So- 
ciety’ means more over here than I had really believed.” 
Mrs. Person sends a colorful description of their stay 
in Geneva, which began with the International Man- 
agement Institute Conference on Rationalization and 
included a reception given by the Swiss members of 
the Taylor Society, as well as meetings with many 
European and American friends in Geneva on inter- 
national business. At the end of the month Dr. Person 
will participate as a major contributor in the World 
Social Economic Congress which is to be held in Am- 
sterdam under the auspices of the International Indus- 
trial Relations Association. 


© tes wo and friends will be interested in the 
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Scientific Pricing 


Preliminary Considerations in Making Pricing a Science 


By LEVERETT S. LYON 
The Brookings Institution, Washington 


T HAPPENS that some time ago I undertook 
a study.of price differentials, with particular 
application to the grocery industry. A discus- 
sion of this topic of price differentials with your 
Chairman led him to inquire whether I would pre- 
sent a paper on the subject before this organization. 
When at a later time he asked me if I could speak 
at this meeting, I told him that there were as yet 
no results of my study which would justify a paper, 
but I offered to talk, not concerning price differentials, 
but along the line of the topic which has been put 
down. As a matter of fact, I suggested to Mr. 
James five different phrasings for the theme which 
I had in mind. He seized upon the first: “Can 
There Be Science in Pricing?” I preferred a dif- 
ferent phrasing, namely, “Preliminary Consider- 
ations in Making Pricing a Science,” as it is with 
somewhat general ideas that I wish to deal. 
Whenever methods in the social sciences and in 
the physical sciences are under joint discussion, 
and particularly if the possibilities of making social 
study scientific are involved, nothing is more com- 
mon than some such statement as: “What the so- 
cial sciences need is more of an engineering out- 
look—the outlook of the designer or the bridge 
builder. Tell an engineer that you want a bridge 
built, and he knows what to do; he knows how to 
proceed. Bridge-building is a science, or at least 
a definite application of scientific principles.” 
Yet I am doubtful if any engineer would be will- 
ing to subscribe to this statement concerning the 
science of bridge-building in quite such a general 
~ and unmodified form. Well determined as may be 
the principles of mechanics, of the stresses and 
strains that are involved in bridge-building, it is 
certainly true that there are bridges and bridges. 
In other words, there are a great many assumptions 
or preliminary plans which, must be made before 


*Paper presented before a meeting of the New York 
Metropolitan Section of the Taylor Society, New York, 
_ April 9, 1931. 


the engineer can apply science or technology at 
all. Is the bridge to span a broad river or a small 
stream? Is it to carry foot passengers, automobile 
traffic or railroad trains’ Is it to be built with an 
eye solely to utility or with an eye also to aesthetic 
effect? Are there considerations, other than tech- 
nical and aesthetic, which give a presumption in 
favor of wood, steel or stone as the material to be 
used? How far will costs influence materials, 
design, and even conceivably the application of 
engineering principles? None of these is a question 
which the engineer will or can decide with any 
greater ability than anyone else. These and other 
considerations are preliminary to his task. These and 
other considerations are the assumptions on which he 
must begin. Given, as the geometry books put it, a 
certain set of factors or requirements within which 
to work, the competent engineer is able to give the 


mechanical results desired, provided always that 


the given or required is not beyond the knowledge 
of his craft, the possibilities of known materials or 
the cost limitations established. 

Exactly as when asked whether a bridge could 
be built, the engineer might properly inquire, 
“What are the assumptions and conditions?” So 
the student of any social phenomenon such as pric- 
ing, when asked whether it can be scientific, must 
ask, “What are the assumptions and _ conditions; 
what factors are given?” 

In other words, it is impossible to consider 
thoughtfully the question, “Can prices be scienti- 
fically determined?” without first being sure that 
we have a common understanding of what prices 
are and what they are for in any given case, and 
a common understanding of what we mean by 
scientifically made. With this background idea in 
mind, I think we can examine several types of 
situations and see what meanings—perhaps what 
different meanings—will be read into the question, 
“Can there be science or the scientific method in 
pricing ?” 
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Case I. “Price”-Making in a Communal or 
Communistic Society 


It was formerly considered the height of theoriz- 
ing to discuss the situations that might obtain in a 
communistic society; but since the appearance of 
the great experiment which Russia is making in 
communism, or at least semi-communism, and the 
interest which has been attracted by her efforts 
to plan, there is a new reality in such considera- 
tions. Certainly a consideration of a communal 
society throws much light on one situation worth 
examining in a consideration of scientific pricing. 
Let us for a moment be very elementary. Suppose 
that all of us who are at this gathering should find 
ourselves participating in one of those immortal 
voyages which put us on the shores of a little- 
known continent, or which ended in a shipwreck 
and left us on an otherwise uninhabited but fertile 
island or, perhaps best of all, which permitted us 
to disembark upon some isolated part of a newer 
and better world after crossing some Styx or celes- 
tial sea. -Here we find ourselves with consciousness 
much like that which we have at present, with 
varied wants, surrounded by all sorts of materials 
which look enough like flora, fauna and minerals 
for us to define them as such, but which are so 
different from the flora, fauna and minerals which 
we have known that we are unable immediately 
to detcrmine the value of any of them for tle 
purposes to which we have been accustomed to 
utilize resources. Assume that in this interesting 
but doubtless difficult situation—for we would not 
know what plants were poisonous, what animals 
dangerous, what materials inflammable —we did 
not set up a scheme of private property but agreed 
that, for the present at least, we would undertake 
to possess, to explore, to discover and utilize these 
things as common property, and to distribute the 
results of our labors on the basis of the same prod- 
uct for each person. Would we have under such 
circumstances a problem of pricing? If so, what 
would be scientific pricing? I should reply that 
under such circumstances we would have a problem 
of pricing and that it would be a great opportunity 
to apply scientific method to the task. 

But first of all—and this before we could eval- 
uate anything—we should have to decide what it 
would be desirable to produce. If here in the 
“Green Pastures” we needed houses, we might 
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decide that thirty would be enough. Then we 
should need crowns and wings—let us say a hun- 
dred of each—fifty bushels of manna a week, and 
many other things as well. If we exercised a good 
deal of latitude in choice, we should have to use 
all our powers of philosophy and, perhaps, of polli- 
tics and law, for it would be necessary for us to 
decide what it was wise to do with ourselves and 
our resources. 

There is, in truth, nothing really abstract in such 
a situation. When the Soviet undertakes to plan 
its production activities for five years it must plan 
what things are to be made, in what quantities and 
what things are to be excluded from the plan. 
Some individual or committee must decide whether 
there shall be tractors or textile mills, churches or 
saloons, bread or beer, which of these and how 
much of each shall be attempted. 

If we could pass the difficult problem of what 
to make, we could proceed to the next. Here the 
pricing problem would begin. And here scientific 
procedure and the engineer would be our reliance. 
Have the various resources around us any use for 
producing the things which we have decided are 
wanted? As we stood on the banks of the dark 
river or the shores of the crystal sea, as the case 
might be, we should not know whether a single 
substance which: we saw before us could be used 
in the manufacture of anything which we wanted. 
If we discovered that no one of them could be used 
to produce any of the things we wanted, nothing 
in this heavenly kingdom would have value; it 
would be to us as a parched desert to a thirsty 
man. But if we found, as we may assume we 
would, that many of the minerals, animals and 
plants could be converted into the things we had 


*agreed upon as desirable, perhaps that many of 


them could be used for various purposes, we should 
be confronted with a new problem. Tifis problem 
would be, first, what resources could be used for 
each purpose and, second, what were the relative 
values of each of these resources for each of these 
purposes? We should probably at once ask, how 
much labor is required to make a shelter out of 
one material and how much to make it out of 
another? The same question would be applied to 
other desired goods. We should also wish to de- 
termine whether the materials suitable for home 
construction were not also useful for the manu- 
facture of other consumable goods which we might 
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wish to create, or for machines to create them. As 
with the materials useful for home buildings, so 
with others—which ones would be useful for pro- 
ducing manna, harps, crowns and the other equip- 
ment of a happy celestial life? These would be 
engineering questions. The answer could be found 
only by a great amount of experimentation and trial. 
But finally one might learn that crowns could be 
made of x or y, wings of z or w, manna of a and 3, 
and so on. 

A second ‘and more difficult problem would be to 
determine the relative usefulness or value, for the 
purposes which we had agreed upon as desirable, 
of all the materials which could be used for some 
purpose or for several purposes. 

For - purposes of keeping our case simple, let us 
omit quéstions of future need as against the present 
and of the possible limitations of supply of some 
resources. We should in a real case need to con- 


_ sider them. By omitting them we might proceed 


as scientists to determine the relative value for 
present, day-to-day purposes of each resource avail- 
able. The only measure of value we could have 
would be labor cost. And for that we should have 
to assume at the beginning that all labor was of 
equal value per hour. With these assumptions we 
could, I believe, come. to know what resources were 
most economical for,any given purpose and how 
much more economical they were than others. This 
would not be simple. It, like finding out that any- 
thing was useful, would require a great amount 
of experimenting, of trial and error, and of revalu- 
ing. But it might be possible, in approximately 
the words of Professor Knight, to “ascertain the 
ratios in which different goods are to be obtained 
for subjectively equivalent sacrifices in ‘effort’ and 
similarly form judgments of their relative subjec- 
tive importance . . and attempt to bring the 
two sets of ratios into coincidence.” If so, we 
should have a system of evaluation which would 
enable us to say that it was twice as economical 


_ of labor to use x for a certain purpose as to use y, 


or a third cheaper to use a than b. Such a scheme 
of evaluation worked out by experimentation would 
result in what we might call a scientific valuing. It 
might also properly be called scientific pricing, since, 


if each could be priced in terms of the others, all 


"Knight, ~Risk, Uncertainty, and Profit, New York, 
Houghton Mifflin Company, 1921, p. 74. 
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could be priced in terms of any one, such as labor 
power. 

But let us remember that this arrangement would 
be “scientific” only so long as we did not recognize 
that certain types of labor power were more valu- 
able for some purposes than others, only so long 
as we had no other changes. If we decided that 
we should have a larger number of crowns, or 
wings, or manna, or that houses were relatively 
more important than we had at first believed, our 
evaluations of the resources which went into these 
would change and thus some or all of our ratios 
would be upset. We should have to start over 
again to construct a scientific price system. In 
such a world each price would equal cost—cost 
in labor power or effort. Nor would the situation 
be changed if we introduced private ownership of 
labor and kept all else the same. If goods ex- 
changed at all, it would be at the ratios already 
established, since each would know the cost of 
each article in labor effort. And each would know 
that he could produce any article himself at an 
equivalent cost. 

It is the idea of those economists who state that 
prices tend to equal cost that, in spite of our varia- 


_ tions from this idealized situation, we tend always 


toward it. This idea of tending always toward 
such a condition has given rise also to the term 
“normal price,” as representing that condition 
where price equals cost. 

But we do not live in a world anything like the 
one described. Who is sure from day to day what 
the wants of various persons will be, or how much 
these wants may change in quality and quantity? 
In our world the techniques of production change 
with great rapidity. A new mechanical discovery 
may make a hitherto almost worthless material 
valuable overnight. The invention of a new ma- 
chine may bring about in the use of one or another 
resource economies which decrease the significance 
of what ‘was before considered of prime importance 
and by an equal amount enhance the value of some 
comparatively valueless article. It seems reason- 
ably clear, therefore, that we cannot have science 
in pricing in the sense in which we might conceive 
of it as existing in a changeless world. Can we 
have science in pricing, or anything approximating 
science in pricing, in the world as we know it? 
I should like to put before you briefly three situ- 
ations in which we have tried, or try, to secure 
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scientific pricing. What I want to emphasize is 
the difference in the assumptions in each case and the 
different purposes to which we apply so-called 
scientific method in each instance. You may judge 
the extent to which the result may be called sci- 
entific. 


Case II. Pricing in the Field of Railroads 
and Public Utilities 

Certainly one of the fields in which the problem 
of what is a proper—presumably scientifically 
proper—price arose long ago in the field of rail- 
roads and public utilities. What is the proper— 
the scientific—price for the services which these 
organizations furnish? Surely in no other field 
has more thought, time, discussion and money been 
expended in attempting to answer that question. 
It seems not inaccurate to say that one of the 
greatest efforts of those attempting scientifically 
to determine right prices for railroads has been 
directed by the philosophy that prices should be 
arranged to give a return on value. In the famous 
.case of Smyth versus Ames, the Supreme Court 
stated that for the purposes then in hand “the basis 
of all calculation as to the reasonableness of rates 
to be charged by a corporation maintaining a high- 
way under legislative sanction must be the fair 
value of the property being used by it for the 
convenience of the public. And in order to ascer- 
tain that value, the original cost of construction, 
the amount expended in permanent improvements, 
the amount and market value of its bonds and 
stock, the present as compared with the original 
cost of construction, the probable earning capacity 
of the property under particular rates prescribed 
by statute, and the sum required to meet operating 
expenses, are all matters for consideration, and are 
to be given such weight as may be just and right 
in each case. We do not say that there may not 
be other matters to be regarded in estimating the 
value of the property.” 

Figures indicate that from 1913-1924, twenty-six 
and one-half million dollars were appropriated to 
carry on the work of valuation. 

It is neither necessary, I believe, nor desirable 
even to summarize the discussions, findings and 
cases which have borne upon the problem of what 
is the valuation that will give a “just and right” 
conclusion for price-making. You are all more or 
less familiar—without doubt, many of you are more 
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familiar than I—with what may be said for and 
against original cost, cost of reproduction new, 
cost of reproduction less depreciation, prudent in- 
vestment, and the combinations of these, as the 
scientific basis of valuations. 

But assuming that the assumptions as to the 
right way of determining value were sound, “sci- 
entists” appeared to divide and science to falter 
and fail in determining just what was meant by 
“considering.” In the O’Fallon case, for example, . 
a majority of the Supreme Court held that a proper 
consideration of all required factors had not been 
given. And a member of the minority replied that — 
“no instance has been found under our law where 
a fact-finding body has been required to give to 
evidence an effect which it does not inherently 
possess.” 

Where does this leave us then with respect to 
Science in price-making in this important and much 
worked field? Is it far from the truth to say that 
so far as valuation is concerned all of our scientific 
effort seems to have failed to make it a satisfactory 


basis for price-making? Value ultimately seems ~ 


to depend on earning power—usefulness—and use- 
fulness or earning power expressed in cents per 
ton-mile, or some similar figure, is the very thing 
which we set out to determine when we try to 
determine rates. It appears that a railroad fortu- 
nately situated may be able to price its services 
so as to receive a good return on original cost, or 
even reproduction cost new. But this is by no 
means always true. The assumption that either 
of these is a just and fair rate and one which can 
be scientifically determined does not mean that it 
is a rate which can be charged with any success. 
A high valuation—even assuming it is a proper 
valuation—may mean a rate so high that the serv- 
ice cannot be sold. One of the Interstate Com- 
merce Commissioners has stated the matter in this 
way 

So far as railroads are concerned, theories of valuation 
have, I think, very little effect on the actual making of 


freight rates. One reason is that competition is such a 
factor in railroad transportation, not only the competition 
of railroads with each other, but also the competition 
with other means of transportation such as water carriers, 
motor vehicles, pipe lines and the like. This factor of « 


"Mr. Justice Brandeis, dissenting opinion, St. Louis and 
O'Fallon R. Co. versus United States. 


‘In a letter. 
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competition is becoming of increasing importance all of the 
time. Under the law, valuation enters into the picture 
theoretically in determining the aggregate revenue of the 
railroads, but even there as a practical matter it is ceasing 
to be of much consequence, I believe. Even if the railroads 
were given an entirely free hand, I doubt whether they 
could charge rates which would produce what they would 
call a fair return on what they would claim to be the 
valuation of their properties. In other words, valuation 
is rapidly becoming more of a theory in the case of the 
railroads than anything else. There are particular roads 
very fortunately situated where valuation is of consider- 
able importance under the recapture clause, but it does 
not have similar importance so far as the general making 
of freight rates and passenger fares is concerned. Com- 
parisons with other rates usually furnish the foundation 
for our conclusions.. In the case of public utilities, where 
competition is not much of a factor, it is likely that theories 
of valuation are of more practical consequence in rate 
making. 

It seems a not unreasonable conclusion that in 
the case of railroad services at least, to which we 
have applied such extensive study and exhaustive 
research, we are still far from what may be satis- 
factorily called a science of pricing. The main 
point, however, is not whether we have learned to 
be scientific in this field, or whether we have not. 
The observation I wish to emphasize is that rail- 
road pricing furnishes, among other things, an ex- 
ample of our striving to obtain a right price on the 
basis of valuation. It is an illustration of the assump- 
tion that price to be properly placed should be 
based on value. It is an illustration also of scien- 
tific effort being spent by an agency outside of 
the industry itself and chiefly to determine what 


a proper valuation is. 


Case III. Commodity Exchanges 

Let us turn now to another field of buying and 
selling in which mankind has exercised his ingenu- 
ity to a very great extent in the effort to arrive 
at something which might be called fair and scien- 
tifically based prices. This is the field of the great 
staples where pricing is done on commodity ex- 
changes. How different are the assumptions as to 
what science and scientific method in pricing means 
in this case from what it may mean in price-making 
in railroads and utilities. Let us first note what 
are the efforts to which scientific procedure is ap- 


«plied on the commodity exchanges and then the 


assumptions which underly these activities as to 
what is science. The organized wheat exchanges 
will serve our purpose. 
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We raise in the United States each year some- 
where around one billion bushels of wheat. The 
harvesting of wheat begins in mid-summer in the 
more southern wheat-producing states and extends 
into early autumn in the more northern states. 
This billion bushels of wheat, except what is fed 
on farms or otherwise utilized locally, passes in a 
stream—first through local shipping points and 
then through the central markets, such as those 
at Minneapolis, St. Louis, Kansas City and Chi- 
cago. It is at these terminal markets—the most 
important of which is Chicago—that the organized 
exchanges function. Put in general terms, the 
purpose of the organized wheat exchange (so far 
as cash wheat is concerned) is to determine a 
“right” price for wheat and to effect the sale of 
the entire crop from the first bushel to the last 
at as near that same right price as is possible. 

What are the facilities which the exchange uses 
to arrive at this right price and what are the as- 
sumptions? First of all, there is maintained a con- 
tinuous market; that is, certain hours every business 
day buyers and sellers assemble to buy and sell. 
the commodity. Second, the commodity is graded 
into several rather narrow classes by impartial 
graders and by means of so-called scientific stand- 
ards established by the United States government. 
This enables the buyers and sellers who have as- 
sembled to know with considerable precision what 
they are buying, whether or not they are techni- 
cally skilled in judging the commodity. Third, 
and certainly among the most important factors, 
is the fact that a tremendous amount of statistical 
evidence is being constantly compiled both by the 
exchange itself and by governmental agencies to 
enable buyers and sellers to know how much of 
the product is on hand on a given day, how much 
may be expected during the year, how much may 
be expected as a result of the year’s crop, and how 
much may be anticipated within the growing sea- 
son. Not only does the information cover the 
United States, but other countries as well. It in- 
cludes those which produce at a different time of 
year from the time when our grain is harvested. 
Not only are the supplies real and prospective esti- 
mated, but demands are forecast to the extent that 
this is possible. 

What all of this means is that when buyer and 
seller meet on the floor of the exchange to buy 
wheat for immediate delivery, both have practically 
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full information as to the supply of grain on the 
floor for that day’s sale and of its quality. And 
in addition both have a great deal of information 
as to the future supply of and demand for the 
commodity. Both are provided also through a sys- 
tem of telegraphic information with sale prices on 
other important markets so that they thus have, 
as a further basis for their judgments, the judg- 
ments of other buyers and sellers. Moreover, a 
market for future delivery is maintained by each 
.exchange, which is constantly fixing the price for 
grain at future dates. This furnishes the buyers 
of today’s supply with still another basis for judg- 
ment. 

Now note that in this case the effort toward 
scientific price-making has expended itself not in 
determining values, as in the case of railroads, but 
in placing before a large number of individuals 
information upon which they can form a judgment 
as to value. No external commission or other 
agency attempts to evaluate the wheat crop. It 
is evaluated in the prices which buyers are willing 
to give and sellers take. If the information which 
buyers and sellers receive were absolutely perfect 
concerning both the future and the present, and 
if traders’ judgments were right, and if they at all 
times during the year evaluated this information 
in the same way, the price of wheat for a given 
year would be fixed as soon as the first crop esti- 
mates for that year arrived, and the price would 
not vary during the year except in so far as carry- 
ing costs accumulated. No such perfection of 
price-making has ever been achieved, although 
there have been years, or certainly considerable 
periods of certain years, when something approx- 
imating this situation could be observed. The in- 
formation, however, is not perfect; the judgments 
of men vary from day to day, and most important 
of all, the conditions of which the information tells 
change constantly, so that even if the information 
is accurate, it provides a somewhat different basis 
for price estimating every morning when the mar- 
ket opens and at every moment of the day while 
it remains open. 

Now the assumption of scientific effort in this 
case of the exchanges is not that any owner, or 
producer, should be given a just and fair return on 
his investment. No attention whatever is paid to that 
element. The assumption is merely that a given amount 
has been, is being, or will be, produced and that a 
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fair price is the price which will move that quantity 
into consumption at a uniform rate. The effort of . 
science is merely to provide the information that will 
make that possible. How different are the assump- 
tions and procedures used in an effort toward 
scientific pricing under this case from those used 
in attempting to use science to price railroad serv- 
ices. 


Case IV. Scientific Pricing by the Manufacturer 


We come now to the question: Can there be 
scientific pricing by a manufacturer ?—the question, 
I have no doubt, which was the main question in 
your Chairman’s mind in asking me to speak. I 
am certain that many of you who have worked 
long with manufacturers will have many cases 
which have never come to my attention of meth- 
ods used in price-making. I feel reasonably con- 
fident, however, that price policies of manufac- 
turers, and the scientific efforts which they can 
employ in making them, fall into several classes. 

There is a class of manufacturers who produce 
a standard commodity which they make no effort 
to distinguish by brand, the qualities of which are 
well known to the trade—indeed it may be bought 
on specification—and where the quantities pro- 
duced are dependent upon orders received in com- 
petitive bidding. Over the price at which he sells 
such commodities the manufacturer has compara- 
tively little control. He may ask any price, but 
he cannot get it. He sells in a market almost as 
competitive as the commodity exchanges. So far 
as he can exercise any scientific method, it con- 
sists of keeping himself informed of the costs and 
prices of his competitors, so that he will not sell 
lower than he needs to sell, and of skill in knowing 
his own costs, so that he will not take orders at 
a loss. His profits, if any, are to be made by keep- 
ing his costs down. They cannot be made by 
marking his prices up. 

This manufacturer may take one other step and 
apply to it some of the activities which we speak 
of as science. If he is desirous of greatly expand- 
ing his output, he may lower his price below the 
market. Is this a scientific thing to do? It may 
be a wise thing to do, if he is confident that he can 
by so doing so increase his sales that his total 
net return will be greater. The scientific aspects, 
if any, will come in his efforts to ascertain whether 
this is the case. This will involve, of course, a 
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scientific appraisal of the possible reduction of 


overhead and direct cost per unit, growing out of 
increased sales and scientific analysis, which may 
enable him to determine what his increased sales 
at the lowered price will be. To the extent that 
he does these things scientifically, he will be en- 
gaged in applying scientific method to his price- 
making policy. 

A second class of manufacturer is the one that 


has, through a patent or some other fortunate 


situation, a monopoly. The problem of science for 
this manufacturer is to determine—as expressed 
in the well-known law of monopoly price—that 


_ price at which he will secure the greatest net re- 


turn. This is by no means usually the highest 
price. As prices are increased, sales will usually 
fall. If they are lowered, sales may be expected 
to increase. The rate of this decrease or increase 
in sales varies with the character of the demand 
for the commodity and the possibilities of substi- 


- tutes. Science, perhaps in the form of experimen- 


tation, or in other forms which analyze demand, 
can go no farther in this case, and appears to have 
no other form, than to help the manufacturer de- 


_termine the price at which total sales multiplied 


by profit per unit will yield the greatest total. 
Obviously in this case science will be needed in 
cost accounting to determine the cost and profit 
per unit of producing various quantities; and sci- 
ence, or at least judgment, should be applied to a 
consideration of the price at which competitors 
will be attracted into the industry, or may lead to 


- demands for governmental interference. 


A third type of manufacturer, and one very com- 
mon in the modern business world, is the one that 
attempts to distinguish his product either actually 
or in the mind of the buyer, from the general run 
of similar products. This may have a material 
basis, as in some slight patent, or it may be a 
difference, chiefly accomplished by brands, trade 
marks or packages, which enables the manufacturer 
to identify it and leads the buyers to believe that it 
has some measure of superiority. In pricing such 
a commodity there is a problem similar to that 
found in monopoly price, but usually in a very 
much modified form. The advantage, real or imag- 
inary, which this product has will make it possible 
for the manufacturer to price it somewhat higher 
than similar commodities. How much science can 
he bring to bear in helping him? One area in which 
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he may attempt to apply science is in seeing how 
far he can differentiate it from others; that is, how 
far he can make it, or make people believe it to 
be, different from other articles. A second and 
related area in which he may apply science is in 
his market analysis. To the extent that he applies 
science in determining how much of his product 
can be sold, where it can be sold, and to what 
extent it enjoys a preference over competing ar- 
ticles, he is doing what science can do in price- 
making. A third area for scientific study is adver- 
tising and other sales effort. In applying science 
to a study of color, line, design and copy, which 
lifts his article out of the competing class, he is 
applying science to making his prices. This is 
also true, of course, with costs. The more scien- 
tific his cost system, the better he will know at 
what prices various quantities can be produced and, 
therefore, the better he will know the possible net 
profits from various sales of various quantities at 
various prices. His problem, in other words, is 
that of the manufacturer with a monopoly, except 
that he has the problem in a very modified form. 
For this manufacturer, we may conclude that the 
assumptions and the efforts toward science in pric- 
ing mean very different things from their meaning 
in either of the other cases. The assumption here 
is of an individual with a large amount of control 
over his product and his output, who usually fixes 
his offering prices for a considerable period and 
strives to determine the price which will yield him 
the greatest net return. The application of scien- 
tific method comes in such a study oy costs and 
markets, and the methods of making buyers buy, 
as will help to make the net profit large. 

Two final thoughts, and then this overly long 
paper will be concluded. So far as I can ascertain, 
cost is never for a manufacturer a wholly satisfac- 


_ tory base upon which to figure prices. Goods in 
- the market are worth, and will sell for, what they 


will bring, and this has no relationship to the costs 
of an individual manufacturer. Costs determine 
the minimum price at which one can sell for a 
profit; and so far as a going business is concerned, 
they seem to be valuable chiefly from that point 
of view. If competition is severe, even costs can- 
not be secured. As every manufacturer and mer- 
chant knows, he has, sold below cost temporarily, 
or on forced sales, or he has observed cases where 
liquidating prices, which did not bring even direct 
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costs were considered better than receiving no 
prices at all. 

Still costs remain, in the minds of many manu- 
facturers, of great consequence. There is a sort 
of feeling that costs are the bedrock from which 
to build. Some manufacturers believe that a 
straight mark-up from costs, and one which results 
in a constantly lowering price if costs go down, is 
the safest and best policy. Perhaps it is in certain 
cases. Other users of costs, I am informed, dis- 
agree as to what costs should be counted. While 
some enumerate at length the types of costs which 
must be included, others are inclined to say that 
profits should be figured on direct costs; the vol- 
ume thus secured must take care of the overhead. 
In the history of railroad rate-making, this policy 
has not been unbroken; nor does it have a record 
of great success. 

On the other hand, not a few manufacturers or 
merchants have told me that while they wish to 
know costs so that they will know when they are 
selling at a loss, their price-making begins at the 
other end. As a merchant they are offered an ar- 
ticle, or as a manufacturer they devise one. The 
question which they put to themselves is: What 
can we sell this product for, or how many of this 
product can we sell at certain prices? It is to this 
problem that they first apply that form of analysis 
which we are likely to call science. If they con- 
clude that what they call “a satisfactory quantity” 
could be marketed at one or at several prices, they 
work backward to determine the costs at which 
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they can buy or make the article in those several 
quantities. If the margin of profit is satisfactory, 
they decide to proceed. 

In summary, it seems to me safe to say that we 
have no science of pricing, though we have, in a 
series of areas, scientific activities which enor- 
mously help in the process of pricing. Yet in 
these areas our assumptions as to what is a proper 
basis for a proper price, and the activities which 
we perform and think of as scientific, vary widely. 
In certain ideal worlds it might be scientific ex- 
perimentation solely. In railroads and public util- 
ities we have tried with imperfect success to reach 
scientific pricing through scientific valuation. We 
have there assumed, at least for certain prices, 
that value was a sound basis and have applied 
scientific effort to evaluating. In the commodity 
exchanges we totally disregard the concepts of cost 
when we try to be scientific, but set up a series 
of devices for fixing a price which will “just clear 
the market” and no more. Whether this price 
gives cost, or less, or more, is not considered. In 


manufacturing we have a series of situations high- 


ly competitive, highly monopolistic, and semi- 
monopolistic, and in these science is not applied by 
some general and outside agency but rather by in- 
dividuals. These individuals use scientific proce- 
dures at those points and in those ways which they 
believe will help them in ascertaining and carrying 
on the methods of selling that quantity at that 
price which will return the greatest net profit. Sci- 
ence, what variations are committed in thy name! 


ODERN industrial leadership has vindicated its 
ability to lead in the efficiency of the individual 
units that it has created. The present invitation 

and challenge to this leadership is to enlarge its hori- 
zon, to see beyond each individual interest the greater 
common interest, which likewise opens the road to the 
legitimate industrial objective. When industry achieves 
an integrated co-ordination for such a purpose it will 
likewise achieve a collective power in human affairs 
that will enable it to speak with far greater authority in 
the halls of legislation than any dependent or restrictive 
interest. 

This forecast is justified by the importance of in- 
dustry in the whole scheme of human life. In this 


scheme we see how great are the modern contrasts with 
former ages, when clergy, nobles, and people, as ex- 
pressed in the term “the three estates,” were regarded 
as constituting the sum total of human society. 
Strangely enough, the expression “fourth estate,” owing 
to a famous historical utterance, became identified not 
with industry but with the press. But industry has 
become more than the fourth estate. Already in Russia 
it has become, in effect, the only estate. And even in 
countries otherwise organized it has attained recogni- 
tion as the one interest on which all others depend. 
The co-ordinated integration of industry for . . . . ser- 


vice... must... be... formal. (James D. Mooney 
and Alan C. Reiley, Onward Industry! p. 540.) 
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International Planning 


A Scotch Educator’s View 


By JAMES ALEXANDER BOWIE 
* Principal, School of Economics and Commerce, Dundee 
- Director, Department of Industrial Administration, College of Technology, Manchester 


OMEBODY has said that the job I have taken 
on, that of teaching Scotchmen .to be eco- 
nomical, must indeed -be a difficult one! One 


of the great advantages of coming from another 


' civilization to yours is that much that seems ordi- 


nary and of no account to-you takes on an aspect 


of minor excitement for us. Since I sat down here 
at dinner, the only man in business garb, there 
have been a series of minor excitements, beginning 
when my neighbor asked me if I was “Full Up 


and Fed Up.” It struck me that this inquiry was 


a little intimate until I learned that the gentleman 
_was referring to a book which he had written on 


English labor conditions. When I turned around 


“3 found that the waiter had removed the dinner 
- ticket on which I had carefully written my speech! 


“: Then I was persuaded to part with a dollar for a 


_ photograph and while I was so engaged I missed 


. the chance of a cigar. With all these minor trag- 


-edies behind me you will see how difficult it is 
- for me to say anything significant on the important 


-gubject of international planning. 


I feel I am relieved of that obligation, however, 


* because we have with us Major Urwick, a man 


+ who has for many years been engaged in the task 


_ of international planning and whose name resounds 


- throughout Europe in this connection. I have been 


associated with him in Britain, in a minor way of 


_ course, in connection with the Management Re- 


search Groups and have been a member of his 


Institute for many years. 


It seems to me that the difficulties in the way 
of international planning are immense because the 
psychology of the people in business matters is 
not yet prepared for it. So few of us have devel- 


, oped the student interest in business. We do not 
look upon our business problems as those of a 


*Papers presented before a meeting of the Taylor Society, 
Philadelphia, Pa., May 1, 1931. 


large organization deserving careful scientific in- 
vestigation and research. I think we can all at 
this time pay tribute to the name of Frederick W. 
Taylor as the first man to apply the student mind 
to the problems of internal organization. The av- 
erage business man has not applied that same 
mind to the problems of the larger organization. 
Take this problem of unemployment. We are all 
aware of it as a problem. We are at the sec- 
ond stage of suggesting solutions. The third 
stage of evaluating the solution has not been 
reached. We have attempted it but have found 
ourselves faced with the facts of the situation. We 
have reached the stage of halting between opinions. 
We cannot proclaim any agreed solution, much 
less decide and take action on the basis of our 
decision. 

If we are to plan internationally the.first essen- 
tial is that we be conscious-of our problems and of 
the necessity for solutions. That to my mind will 
inevitably lead to a consciousness that many of 
these problems are international in scope. We have 
not developed the student mind. I speak, of course, 
of the country I know best, and I think the charge 
that we are insular is well founded. It is said that 
there once appeared in an English newspaper the 
headline, “Fog in English Channel. Continent Iso- 
lated.” This perhaps illustrates an attitude of 
mind not entirely confined to our islands. Most 
of us have not nearly reached this first stage of 
recognizing our problems and seeing their demands 
in international action. 

The second stage is one of interchange between 
countries. There ought, to my mind, to be far 
more coming and going between the peoples of 
the earth, far more interchange of ideas, so that 
we could get some conception of the mentality of 
the different peoples. I often think that travel is 
about as good an education as we can get. I vision 


>» 
a 
a 
t 
4 
A 
é 
a2 
. 
. 
“ 
3, 
if 
if 
‘ 
nis 
° 
f 
a 
| 
ta 
Ba \ 
+ 
> 
Pa 
‘ 


August, 1931 


universities on ocean liners cruising around the 
world with the usual studies being conducted at 
sea and the study of peoples in the countries vis- 
ited. I know that some attempts have been made 


in this direction, but further exchange of ideas is © 


essential if we are to begin to understand the uni- 
formity that is behind the superficial differences of 
nationality. 

Once we have exchanged peoples and ideas we 
must begin to co-operate. We do so today in a 
very timid way—like mice looking out of our holes 
and disappearing at the slightest noise. I some- 
times think we establish international organiza- 
tions and expect great things of them—and Major 
Urwick will forgive me if I do any organization 
an injustice—without understanding that the roots 
of these organizations lie in the various countries 
that establish them. A mere organization established 
at Geneva can do very little; it must be fed. It 
reminds me of the Scotchman who had a cow. Due 
to dry weather the pasture was poor and his friends 
advised him to shift the cow. They were aston- 
ished when the next day they saw the cow fettered 
at the top of a hill. The Scotchman pointed out 
to them that even though the pasture was sparser 
there than down below the cow at least had a 
grand view! We must not establish organizations 
at Geneva with something like that idea. The or- 
ganizations must be supported continuously by 
their members in the various countries. The work 
must be consolidated and unified by conferences, 
but it is the day-to-day support from the constitu- 
ents that really means an organization possessing 
strength. 

Thus we have recognition of the problem as 
international, interchange of ideas on the problem, 
co-operation, probably only with the view of gath- 
ering some sort of comparable statistics, and finally 
planning. Planning cannot exist unless we have 
the prerequisites. 


Planning then has the added difficulty of inter-. 


fering with the sovereignty of nations. It inter- 
feres with the idea of nationalism which has become 
unfortunately rampant since the war to end war. 
We seem to be a long way from that agreement 
which prepares us to make the sacrifices essential 
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to any sort of uniform action. As Professor Eber- 
sole said, we have to pay the price of planning, 
of co-operation. It means some limiting of the 
sovereignty of independent states. We still talk 
about independence in a dependent world. Though 
we deny, or attempt to deny, the fact in much of 
our political thought, the world is nevertheless 
dependent. 

Various problems are of course in various stages. 
Some are already récognized as international. On 
some there has been an interchange of ideas and 
even a measure of co-operation. It seems quite 
obvious that there is recognition of the interna- 
tional scope of the interchange of goods and com- 
modities. We have a degree of co-operation in 
regard to post-office facilities. We have some de- 
gree of planning, but on problems such as unem- 
ployment and depressions we are far from even 
recognizing explicitly that their solution demands 
international action. Until we progress that far 
we are not apt to support, in a way essential to 
its success, any _— at international organi- 

zation. 

For some years I went to Geneva to attend the 
meetings of an international peace society. It struck 
me that one of the great steps we could take toward 
making international planning possible was the 
working out of some sort of international language. 
Most of us here would agree that English should 
be the chosen language, but we may have to make 
other arrangements. I do not propose, nor 
do I consider myself competent, to discuss this 
subject, but no one can be in Geneva for any 
length of time without feeling the necessity for 
a common language. If you sit in assemblies you 
soon realize the severe strain on the patience of 
negotiators. : 

That is all I have to say on the subject. We 
should get the public to realize the international 
implications of our ordinary economic difficulties, 
require an exchange of ideas and co-operation, and 
then we may be in a position to plan ahead. Major 
Urwick has actiyely been engaged in this difficult 
task and is goimg to speak to you now out of the 
wide experience he can bring to bear on this sub- 
ject. 
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The Views of a Representative of an International Management Organization 


By L. URWICK 
Director, International Management Institute, Geneva 


T IS particularly fitting that, at a meeting of 
the Taylor Society in the year 1931, we should 
discuss the question of international planning. 

Taylor’s practical work was, as is shown by the 
title of his most famous book, largely devoted to 
shop management. And those who wish to confine 
his importance to consideration of what he did, 
rather than what he thought, may argue that it is 


~ in this direction that his life and writings are of 


primary significance. But to do so is to miss the 
underlying meaning both of his —e and of 
his own expression of it. 

He himself fully appreciated that it was not the 
medium in which he worked, or the methods which 
he developed in contact with that particular medium, 


which gave to his ideas scope and permanence. He 


urged on many occasions that the principles, the 


intellectual technique, which distinguished his han- 


dling of problems of production were applicable to 
any variety of business or to any function of busi- 
ness, indeed to any form of organized human effort 
directed to specified objectives. He experienced 
difficulty in the formulation of the general concep- 


tions which were at the roots of his action in par- 


ticular cases. But his conviction of the fundamental 
character of those principles, that intellectual 
technique, flashed into expression whenever he was 
seriously challenged. “How would you define 
‘scientific management’, Mr. Taylor?” “Scientific 


Z | management is a mental revolution.” “How would 


you define ‘relativity’, Mr. Einstein?’ “Relativity 


is a new conception of the relations between space 


and time.” 

The events of the last twelve years, and par- 
ticularly the events of the last two years, have 
brought the industrialized nations of the world face 
to face with a gigantic paradox. For practically a 
hundred years they have developed with accelerat- 
ing speed the methods of production rendered pos- 
sible by the generation of power and its application 
to machinery. While to some degree they have 
increased their populations to correspond with this 
increase in productive capacity, the relative growth 
has always been heavily on the side of a greater 


volume of goods and services per head: There is 
no doubt that, from the standpoint of material — 
needs, the world, and particularly the industrialized | 


nations, are in a far better position to supply what 
is required than ever before. 

At the same time the mechanisms by which those 
goods and services are distributed, and particularly 
the mechanisms of money and financing which 
provide the medium of exchange between civilized 
people, would not appear to have kept pace with 
technological advance on the side of production. 
That advance has been so rapid that, as Dean 
Donham has pointed out, it appears to have created 
a situation in which fundamental changes are to 
be anticipated in less than a generation. A demand 
is thus made upon our powers of adjustment, which 
we have so far failed to meet. This failure expresses 
itself in sudden changes in the level of business 
activity, which constitute a serious threat to that 


element of stability which is essential to organized. 


and civilized life. ’ 

The symptoms of that maladjustment are obvious. 
Despite our enhanced means of supplying goods and 
services and the urgent need of large groups in our 
populations for the comforts and luxuries which 
they represent, we find it impossible to a great 
degree to maintain the mechanisms of supply in full 
operation. The large numbers of people who are 
trained to work, anxious to work, and for whom 
working equipment is available, are idle. At the 
same time the shelves are crowded with goods which 
they require; previous work expressed in terms of 
building and machinery is running to waste; — 
is as distressed as is labor. 

It cannot be too strongly emphasized that the 
problem is essentially a problem in mechanics, in 
organization. There can be no such thing as over- 


production in general. An economic life is in the | 


last analysis a system of exchange. If utilities are 
produced, those utilities have value in the economic 
sense. There is more to be exchanged, more wealth. 
aul is lacking are the means to inject that wealth 
into the general current of the world’s business. 
It is the talent hidden in a napkin. It lies sterile. 
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But it lies sterile, not because it is not needed, but 
because we have so far failed to apply conscious 
and intelligent direction to the forms of organiza- 
tion by which it is distributed and exchanged. 

Indeed we have scarcely attempted to do so 
hitherto. The economic life of the world has been 
run on a system, if it can be called a system, which 
has denied the power of mankind to co-operate 
effectively in economic matters. We have treated 
man as an economic unit on the principle that he 
should pursue what appeared to him to be his own 
best interests at any and every particular moment, 
not only without reference to the social effects of 
his actions, but in the most complete ignorance of 
the facts as to the social reactions he did produce. 
We have imagined somehow or other the sum of 
these wayward, unco-ordinated, blind activities 
would balance out to the common good. 

As Professor Whitehead has shown, we are facing 
a moment of the most critical import in the history 
of Western civilization. “There is now no choice 
before us; either we must succeed in providing a 
rational co-ordination of impulses and thoughts, or 
for centuries civilization will sink into a mere welter 
of minor excitements. We must produce a great 
age or see the collapse of the upward striving of 
our race.” And the question before this Society 
tonight is how far and in what degree the philosophy 
of the man it was founded to honor can contribute 
to that great objective. I believe it has much to 
contribute. 

Indeed, it has contributed greatly already. In the 
last two years the United States has turned with 
a suddenness which is astounding to the outside 
observer to face squarely the problem, the paradox, 
which has been described. And increasingly the 
conception to which she leans for a solution is the 
conception of a national plan. What is a national 
plan? Is it other than the state of affairs described 
in Taylor’s first great principle: “Every man should 
have a clearly defined task laid out before him”? 
I cannot conceive of a national plan based upon any 
other principle. The degree of precision, of detail, 
and the methods of control, must vary with the 
scale of the operation contemplated. But in essence 
a national plan is a consciousness by each of the 
task he should accomplish in order best to con- 


tribute to the economic good of all. It is that or 


nothing. 
Now great nations, and their leaders in business 
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thought and action, do not turn suddenly away 
from a philosophy which has hitherto satisfied them 
for centuries without a prolonged underlying prep- 
aration. Revolutions of any kind do not break into 
a world largely dominated by habit, unless a cata- 
lytic force has been at work. And the second point 
I wish to make is the nature of the preparation 
which has produced this apparently sudden change 
in economic thinking. What are the characteristics 
of this American conception of a national plan? 

In the first place, that conception places a high 
value on individual initiative. It is correspondingly 
suspicious and apprehensive of governmental con- 
trol, of the injection of elements of a political and 
emotional character into a situation which should 
be handled squarely from the standpoint of eco- 
nomics. On the other hand, if my interpretation 
of recent thought and writing is correct, it is equally 
critical of the expression of individual initiative 
along traditional lines. It is requiring, to an in- 
creasing degree, of its business leaders that their 
decisions be based not on opinion, not on personal 
authority, but on a careful analysis and measure- 
ment of the facts, and all the facts. And it is equally 
critical from a purely business standpoint when 
those facts demonstrate that a policy, however 
profitable to an individual or group at the moment, 
is likely in the long run to involve waste and loss 
for the community. It is not suggested that at 
present this feeling is in all cases, or even in a 
majority of cases, effective in influencing action. 
It is suggested that there is a growing sensitiveness 
on the part of business leaders to any public flouting 
of its implications. Today it is not only the summer 
harvest flooding into the wheat pit which lies in 
wait for the speculator who dreams of rigging a 
corner; there is also a new spring in public opinion 
as to the legitimate aims and methods of business. 
Its winds are blowing around the world. 

The evidence of this new attitude, this tendency 
to regard the direction and control of business 
affairs not as a guerilla warfare of freebooting 
captains, but as a scientific, professional social job, 
lies all around us. It would seem to be a special 
difficulty for this country that the great size and 
complexity of her institutions allied to the spirit of 
free initiative which has informed their growth, 
make it hard for her citizens to perceive general 
tendencies within the nation. Here perhaps Europe 
may have something to contribute. Looking at the 
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situation once more from the standpoint of the out- 
side observer, the number and variety of institutions 


_ devoted to the factual study of business is very 


remarkable. There is no national plan as yet, but 
the building material is lying scattered about all 
over the site. 

Of course, it would be better still if all that 
material were properly stacked and filed in neat, 
tidy heaps in-the correct layout for starting on the 
job, properly ticketed by the order-of-work clerk. 
But intellectual evolution does not operate that 
way. I doubt from his writings if the intellect even 
of F. W. Taylor worked quite like that. On the 
other hand, there is little doubt that it is good solid 
factual material. Some parts of it are more scien- 
tific than others. Some of it is stamped with the 
correct Taylor markings, but there are all sorts of 
other markings as well, even some that are labeled 
“copy—an improvement on the original.” 

If we start examining the pieces we find that 
they fall into various groups. There are the insti- 
tutions which exist definitely for management and 
are organized on a national scale. There are the 
professional. associations which are studying the 
technique of a particular function, and that technique 


- necessarily includes management. There are cham- 
_ bers of commerce and trade associations working 


on the broader aspects of the question. There are 
quite small groups of traders studying the problems 


of their own enterprises more intensively and in. 


a more organized way than is possible to them as 


members of larger institutions. There are all types 


and sizes of economic research foundations. But in 
addition there are three tendencies which have a 
special significance when we pass from the national 
to the international aspects of the problem. 
During the last decade the government has taken 
a place in the movement, through the Department 
of Commerce and its various bureaus designed to 
collaborate with and assist business. The methods 
which it has adopted are again based on factual 
research. In addition, its policy has been to refrain 
from any attempt at administrative control and in- 
stead merely to guide and encourage better practice 
by means of the disinterested initiative and wider 


range of information which it alone is in a position 


to supply. This is a new procedure in the field of 
relations between government and industry. Since 
the lack of understanding between the official and 


private business groups is one of the great obstacles 
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to progress, this is a social invention of first-class 
importance. 

The great array of institutions of university 
standing, providing courses in modern conceptions 
of management thronged by thousands of students, 
are also a factor of significance. Of course, the 
quality of their work is unequal. There is the story 
of the student who “elected” theology and sales- 
manship. But undoubtedly there is today, pouring 
out into business of all kinds, a steadily widening 
stream of young executives, trained to look at other 
problems from the scientific, from the “planning,” 
angle. 

Lastly, there has been the recent marked swing 
of interest and attention to questions of distribu- 
tion. Taylor worked for a sellers’ market. He was 
on the production end of management. But he 
knew, none better, that the economic system exists 
to supply the needs of the community. And can 
we doubt that his engineering mind would have 
leaped to meet the challenge of our present situa- 
tion, would have focused in a flash on our igno- 
rance both of the facts of consumption and of the 
management of distributive processes? 

It is inevitable that as the work of a great man 
becomes popularized there should be many who 
fall short of his ideal, whether of scientific objectivity 
or of honest recognition of obligation. The minds 


of all of us are to a large degree a mixture of un- 


conscious plagiarism and of unacknowledged debts. 
But immediately time gives us perspective, we 
realize our helpless inability to alter or modify great 
work greatly conceived. Save possibly in Tennessee, 
the conception of selective evolution is a part of 
the intellectual heritage of mankind. Who troubles 
himself for a moment because some group chooses 
to stultify itself by hasty work in biology or seeks 
temporary notoriety by criticism of this or that 
aspect of Darwin’s achievement? If new and as 
yet undiscovered knowledge were to shake to pieces 
every experiment and every principle which he 
enunciated, so that no line remained upon another, 
Darwin would still stand as one of the world’s great 
sources of light and learning, a man who so toiled 
in his day and generation that the mere story of 
his efforts is an inspiration for all time, totally 
irrespective of the validity of his results. 

It is not otherwise with F. W. Taylor. If today 
America has lying ready to her hand, as has been 
suggested, much material ready fashioned for the | 
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next great step forward in economic development, 
it is due to him. The agencies which have been 
described may be faulty or defective, they may deny 
their origins, but they trace back unmistakably 
to the young foreman in the lathe shop at Midvale, 
to the man who in the heartbreaking struggle with 
tradition frozen into obstruction did not lack that 
highest form of courage which drives the dream 
and the business together even on the last edge of 
disaster. If today America is talking and thinking 
of a national plan, it is due to him. And it is well 
to remember this before trying to integrate the 
national with the international aspects of the matter. 
Viewed closely, progress is always disappointingly 
slow. But who can question both the origin and 
the astounding effect of the catalytic force which 
has been at work? 

Applying Taylor’s technique to the international 
situation, it is clear that we cannot attempt any 
survey of the possibilities of international planning 
without taking into account what has already been 
attempted. To do so completely and in detail would 
demand many volumes. But within the lifetime of 
the majority present two experiments of first-class 
importance have been attempted in the international 
control of economic operation. 

The first was of course the mechanisms of inter- 
allied control, which both sides were forced to 
introduce during the World War. The vision and 
generosity in this country of one of those research 
foundations which has been described have suc- 
ceeded in formulating and preserving for posterity 
authoritative accounts written by the men who 
actually did the work of the development and char- 
acter of those mechanisms. The series of studies 
of the administrative and economic history of the 
great war published by the Carnegie Foundation 
are a mine of factual material for those who are 
trying to think out the principles of international 
economic action. 
To select a single outstanding example of this 
experience, Sir Arthur Salter, subsequently head of 
the Economic Service of the Secretariat of. the 
League of Nations, was, at the end of the war, 
permanent British representative on the Interallied 
Shipping Control Board. You will recollect the 
importance of the tonnage problem. Sir Arthur has 
recorded his experience in some very pregnant 
sentences. He describes how co-operation “shifted 
gradually from a diplomatic to an administrative 
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basis.” Toward the end of the period of hostilities, | 
“the national administrations now touched each 
other, not at one point (the Foreign Offices) nor 
at half a dozen (the ministers of the main depart- 
ments), but scores (the officials and experts re- 
sponsible for the detailed controls). And the contact 
was no longer occasional and irregular but contin- 
uous. . . . The French wool official dealt with the 
British and Italian wool officials and was not con- 
cerned with what his colleagues for cotton or timber 
or coal were discussing in other committees with 
the corresponding experts.” 

No clearer picture could be drawn of the way 
in which urgent practical necessity forced out of 
focus the normal fears and apprehensions -which 
drive nations to organize their contacts with each 
other down single, and therefore unfruitful, chan- 
nels. And surely this description will have a familiar 
ring to members of the Taylor Society. Is he not 
giving us one more large-scale illustration of the 
necessity of functional as opposed to line control? 

The second great experiment is, of course, the 
economic work of the League of Nations. Two 
main principles appear to have governed both the 
successes and the failures which that work has 
encountered. It has succeeded in so far as there 
was an obvious and urgent practical need for inter- 
national collaboration in the field in which it sought 
to operate. Its success has been dependent on the 
degree to which it was enabled to isolate that need 
from interference by established political and dip- 
lomatic prejudices. An example is the work of its 
Transport and Communications Section: German 
water transportation was knocked to pieces by the 
war. The Rhine, its main highway, issues through 
Dutch harbors. Its traffic is in direct competition 
with French and German railways operating parallel 
with it. There was such an obvious practical need 
for collaboration as has been described. Today 
German water transportation is better than its 
pre-war figures. 

But the most original and important part of its 
work has been concerned with the rehabilitation of 
countries faced by impossible economic conditions 
as the result of the peace treaties. Financial recon- 
struction in Austria, Hungary, Greece and Bulgaria 
and the settlement of refugees in Greece and Bul- 
garia are accomplished facts. A short and admirable 
description of the methods employed is to be found 
in an official League publication entitled “Principles 
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and Methods of Financial Reconstruction Work.” 
From this, three points may be selected for special 
emphasis. In the first place, while all decisions have 
been approved by the accredited representatives of 


the countries concerned, this approval has been—y 


almost invariably formal. At each stage the way 
has been prepared by impartial inquiry and investi- 
gation by experts appointed by the League, and 
by preliminary conversation of an unofficial char- 
acter. In each case the Commissioners appointed 
by the League have been subject to veto or appeal 
to the Council of the League by the nation con- 
cerned, thus preserving that nation’s sovereignty 
and independence. In no case has it been found 
necessary to exercise this right in practice. 

Finally, the method of League action may be 
compared with what sometimes happens when loans 
are negotiated directly between governments in a 
weak position and private lenders. To quote the 
report: “The plan in such a case has not been pre- 
pared, on either side, on an impartial prudent basis 
designed to attain the permanent restoration of the 
country’s finances. On the one side, the banker 
wishes to get the highest interest and the maximum 
security. The government requires money at once 
to get it overits immediate difficulties. Such a plan 
is more likely to break down. One of two things 
happens. The government repudiates its obligations 
and bondholders lose money; or else the bond- 
holders and bankers move their government to 
intervene by force and extract payment or step in 
and administer the finances of the country.” And 
to conclude, “financial reconstruction . . . is 
action which, in the first place, should be directed 
to the interests of the country concerned. But it is 
not only the concern of that country or its govern- 
ment. By reason of the League’s existence and by 
virtue of its methods, financial reconstruction be- 
comes a common task carried out in the interests 
not of one country but of the order and peace of 
the Society of States.” 

It is also of interest to note that while the League 
has not pursued precisely the same method in each 
case, and indeed the novelty and complexity of the 
situations would have rendered any attempt to do 
so both foolish and dangerous, in fact a great. deal 
of similarity can be traced in the procedure. In all 
cases five stages may be distinguished, which, while 
they have not followed each other in the precise 
order given in each instance, have been common at 
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some stage or other to all reconstruction schemes. 
These are: 

1. Private conversations between the government 
concerned and members of the Secretariat and/or 
of the Financial Committee. 

2. Formal request to the Council of the League 
for an inquiry and formal authorization by the 
Council to proceed. 

3. Official inquiry in the country concerned. 

4. Discussion and negotiation in the Financial 
Committee and, sometimes, by a special sub-com- 
mittee of the Council of the League. 

5. Final report by the Financial Committee and 
preparation of formal instruments which are first 
sanctioned by the Council and then ratified by the 
country concerned. 

We have in these instances two practical cases 
of international planning of different types. In the 
first instance an ordinary problem of co-ordination, 
such as might occur between departments in any 
great business, is brought to a successful issue. But, 
in the absence of any international mechanism with 
the defined function of bringing the parties together, 
such a problem would probably result in consider- 
able inflammation, the operation of cutting down 
through a tissue of national emotions to the prac- 
tical issue being tacitly avoided. 

The second case is more akin to that of a business 
having one or more weak departments which are 
a danger to the structure as a whole. Here we find 
a technique closely resembling that of the manage- 
ment consultant. But domestic pride would, as so 
often happens in business, hinder the employment 
of the appropriate advice were it not that appoint- 
ment by the League side-steps the question of 
nationality. The members: of the financial com- 
mittee are not delegates of their government but 
experts nominated by the Assembly of the League 
and the same applies to the Commissioners and 
officials of the Secretariat. They are international. 
Technical issues are thus segregated for treatment 
in the light of the facts. At the same time reference 
to the Council of the League for formal approval 
enables political considerations and susceptibilities 
which may be involved to be handled by the proper 
political authority at each stage. 

Once more we find the principle of functionaliza- 
tion operating to advantage. Is it an exaggeration 
to discover also in the success of these procedures 
illustrations in a wider sphere of two other prin- 


q 
~ 
3 
a 
x 
a 
a 
« 


August, 1931 


ciples? Surely in dealing with individual countries 
first, the League is, “in starting to make a change, 
centering the energies of the management on one 
single workman.” In sending its own officials and 
commissioners into the countries, it is merely dem- 
onstrating “that the work called for can be done.” 

Apart from these examples of action, it must be 
recognized that the Economic Intelligence Service 
of the Secretariat has done a great deal of the 
preparatory research essential to any large-scale 
attempt at international planning. The work of 
unifying international statistics is being carried 
forward steadily if slowly by its officials and by 
the International Labour Office. Its international 
statistical year book and monthly bulletin, its fre- 
quent memoranda on production and trade, on 
public finance and on balance of payments are 
models of scientific accuracy and have a high repu- 
tation. The efforts of many special committees are 
gradually mapping out the available information 
in the extremely complex field of international 
economic activity. 

Nor are signs lacking that leaders of business 
thought are appreciating the necessity for this type 
of preparatory effort, not only in the United States, 
but throughout the world. The Secretary-General 
of the Fascist Confederation of Industries recently 
wrote in the quarterly journal of the International 
Chamber of Commerce: 

The violence of the present economic disorder is certainly 
creating a universal desire for more knowledge on which 
to base a conscious direction of economic activity. The 
growth in the size of industry and trade, the spread of 
economic interdependence between nations, have given birth 
to forces which are proving the need for more knowledge. 
The first step must be the accurate measurement of these 
forces, and it is from such measurement that will be evolved 
a wiser formulation of policy by the individual, by the state, 
and by world economy as a whole. 

What remains to be done is most clearly illus- 
trated by glancing for a moment at the other side 
of the picture. Wherever, in economic questions, 
the League has attempted to initiate large-scale 
action by states, issues where technical and political 
considerations cannot be segregated or where the 
immediate practical need is not sufficiently apparent 
to overcome traditional attitudes, the results have 
been uniformly disappointing. Despite the careful 
preparation, the unquestioned authority, and the 
unanimity of the World Economic Conference of 
1927 its resolutions have remained practically a 
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dead letter. The International Management Insti- 
tute remains almost the sole practical expression of 
its wishes—an Institute which owes its inception to 
American initiative and draws more than three 
quarters of its income from private sources. Recent 
conferences on tariffs and on the treatment of 
foreign traders have been a series of deadlocks. 

It is possible to assign a number of reasons for 
this situation. It is sufficient to touch on the most 
important. The League has hitherto failed to win 
the co-operation of the United States. While that 
country is represented on the Economic Committee, 
the lack of full collaboration is particularly felt in 
the economic sphere where the outstanding im- 
portance of America’s participating in the total 
economic situation gives all discussions of an inter- 
national character at which it is not represented an 
air of unreality; there has been a drift back to the 
pre-war point of view. The organization of inter- 
national economic life is essentially an adminis- 
trative and technical question, dependent for a suc- 
cessful solution of the problems involved on a strict 
application of scientific methods and standards of 
thought. But each question which is tabled at 
Geneva tends to be discussed primarily from .a 
diplomatic angle, by men who, whatever their func- 
tions in their own governments, are dependent for 
their positions on a fine balancing of political 
considerations. 

In the case of the majority of the states members 
of the League, their national economies are primarily 
individualistic. That is to say, the constructive 


power in economic life rests not with governments, 


but with the leading men in private business. And 
within the countries themselves the technique of 
co-ordinating private business interest with govern- 
mental action within the framework of a national 
policy has made comparatively little progress. 
Responsibility is not accompanied by its corres- 
ponding measure of authority. 

This last point constitutes, indeed, the most 
serious single difficulty in the whole situation. As 
has already been indicated, any objective considera- 
tion of the present position must throw into relief 
effective consumer demand and the organization of 
distribution as primary questions for investigation. 
Till we know a great deal more about the facts and 
possess finer instruments of measurement in these 
fields any serious attempt at international planning 
is unthinkable. But the lack of mutual understand- 
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ing between business men and governmental officials 
is strongly reflected "in the character of official 
Statistics in this particular direction. The figures 
which are published tend in almost all countries to 
be those which are thrown up by the accident or 
necessities of administration. And public admin- 
istration has hitherto concerned itself very little 
with distribution save in the form of international 
trade. With the partial exception of Germany, out- 
side the United States, official statistics which bear 
upon domestic consumption or distribution are 
virtually negligible. | 

This review of the possibilities of international 
planning would be wholly misleading were it 
limited solely to the action of the League. In many 
other directions, both in public and in private insti- 
tutions, men of various nations are becoming asso- 
ciated for investigation, for study and for action. 
“Since the war, co-operation between the central 
banks for mutual adjustment of currency and finan- 
cial policies has become increasingly common. Here 
again the stimulus of an urgent practical question 
which had to be solved, the placing of reparations 
on a business basis, combined with the aid of 
American initiative to produce the requisite ma- 
chinery. The foundation of the Bank of Inter- 
national Settlements is too recent for any judg- 
ment as to its ultimate effects. But no one can 
doubt that its potentialities are enormous. 

Among older, established official institutions is 
the International Postal Union. Here again we 
have an illustration of the fact that when there is 
an obvious practical job to be done national sen- 
adjustment. The International Agricultural Insti- 
tute at Rome produces an important series of inter- 
national statistics bearing on the production and 
consumption of agricultural produce. 

The private institutions are legion. In the eco- 
nomic field they correspond to some degree to the 
various types already mentioned in the case of the 
United States, though they are of course far less 
numerous. Several important industries have their 
international organs of varying quality. The World 
Power Conference and the International Advertis- 
ing Congress are representative of important func- 
tions of business. Scientists and professional men 
in many different fields bearing upon economic life 
are associated internationally as well as nationally. 
The International Chamber of Commerce unites 
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the business interests of the world in discussion 
on many questions of common concern. We have 
with us tonight the President of the International 
Association for Industrial Relations—a body which 
not only represents internationally those interested 
in personnel questions but provides an invaluable 
forum for prediscussion to those in all countries 
who recognize that the welfare of the individual 
is bound up with a more rational and coherent 
arrangement of business activities. | 

The multiplication of such international contacts 
for constructive common purposes is urgently to 
be desired. It is not by building super-states or 
establishing authorities that we shall exorcise the 
demon of nationalism or make international plan- 
ning a reality. In international life, as in business, 
formal authority unaccompanied by power is an 
empty thing. And power in the final analysis is 
knowledge, the capacity found in some individuals 
to get things done. Its effective manifestation 
rests upon the intellectual and emotional fitness 
of the common run of humanity to appreciate its 
aims and to follow its leadership. To complete our 
machinery of international association over the 
whole range of economic functions and interests 
is therefore an essential work of preparation and 
education. And it is not enough only to construct 
mechanisms. We must give them content and set 
them to work. 

From the experiments which have been reviewed 
briefly in this paper, it is possible to disentangle 
certain principles and tendencies which should 
guide us in this matter. International action in 
the economic field is not likely to prove successful 
unless the immediate practical necessity for such 
action can be made manifest and is clearly under- 
stood by all concerned. : 

Collaboration for economic ends is largely a 
technical and administrative question. It will be 
effective in proportion to the degree to which tech- 
nical issues can be considered objectively without 
political interference, and administrative contacts 
can be multiplied functionally rather than confined 
to diplomatic channels. Where political considera- 
tions enter in, and in few instances can they be 
wholly disregarded, arrangements must be made 
to segregate them functionally so that political 
authorities deal with the political aspects of any 
question and leave technical experts free to pro- 
pound practical solutions. Arrangements must’ be 
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made to secure the continuous co-ordination of 
these functions throughout the whole process of 
adjustment. 

Where national susceptibilities are involved no 
attempt should be made to ignore them. The forms 
of procedure should be so designed that free op- 
portunity is given for their expression, while at 
the same time the plan of action should be s 
drawn that the probability of this opportunity be- 
ing used is reduced to a minimum. The gravest 
difficulty will be encountered where minor differ- 
ences are allowed to crystallize into assertions of a 
national standpoint. 

Lack of understanding between groups within 
nations is far more obstructive to international 
action than differences between nations. Examples 
are the grouping of capital and labor or of govern- 
mental officials and private business. In the eco- 
nomic field no effective initiative can be anticipated 
from any of these groups unless in the matter in 
question arrangements have been made to co- 
ordinate their action with the other interests con- 
cerned. Where such groups are organized formally 
or informally their influence is apt to assume a 
political tendency destructive of the objective ap- 
proach essential in economic questions. 

In international economic co-operation associa- 
tions for several purposes, are likely to prove of 
importance. The value such associations will 
be in direct proportion to the singleness of purpose 
with which they can pursue the object for which 
they have been founded and the validity of their 
international character. Factors likely to prove 
detrimental to their success are representation in 
their control of interests organized for other pur- 
poses and arrangements designed to prove of ad- 


vantage to single nations or to a group of nations. © 


It remains to bring together the considerations 
recorded in the second part of this paper. It is 


obvious that something remains to be done in the | 


United States and much more in the international 
field to complete the mechanisms of research and 
investigation necessary to any effective scheme of 
international planning. There remains the work of 
co-ordinating the results and of giving effect to 
them. There is more reason why the start on this 
latter task should be delayed till the former work 
is completed. 

The business that waited to start manufacturing 
and selling till its whole apparatus of research was 
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set up would invite bankruptcy. The nations are 
inviting bankruptcy by their continued failure to 
co-ordinate both nationally and internationally the 
large amount of effort and material which is al- 
ready available. The facts of a business are 
mechanical and international; the control of busi- 
ness is haphazard and individual. There is no ques- 
tion as to the practical urgency of trying to ameli- 
orate the present situation. 

The first essential is to collate the facts and the 
available knowledge and to present them in mea- 
sured and understandable form. It is doubtful if 
any further action will be required. When the 
business leaders of the nations can see clearly the 
consequences of private initiative which is unre- 
lated to the broader social purposes for which busi- 
ness exists, or swayed by emotionalism, whether 
personal or national, they are unlikely to wish to 


- continue in courses as damaging in the long run 


to themselves as to the community. All that will 
be necessary will be to provide them with adequate 
opportunity for organized discussion. 

In this matter the United States has a special 


and a peculiar responsibility. She is the largest 


single economic unit in the civilized world. She 
has, in proportion to the remainder of the indus- 
trialized nations which are debilitated by war, an 
overwhelming supply of trained executive ability. 
She has developed two new experiments in this 
field which are of first-class importance—the co- 
ordination of business and governmental action and’ 
the voluntary association of business men for public 
purposes. Finally, she is the motherland of Fred- 
erick Winslow Taylor, the source and origin of 
that objective and scientific approach to business 
problems which is the only clue we possess to the — 
labyrinth ofthe machine age. 

Becausé’she had that great fortune her business 
men possess to an exceptional degree a popular 
understanding of all that is implied in the term 
management. For inevitable reasons she has been 
unwilling to collaborate politically with the older 
nations. Some of us have counted that a misfor- 
tune. It may prove the greatest good fortune if, 
in this crisis of our civilization of the West, it 
leaves her free to assume from a new angle a 
leadership in economic questions, to inject manage- 
ment into the ordering of the world’s affairs. 

Is that dream so impossible? America likes to 
think big and this is a big question. Business is 
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represented in the international picture by insti- 
tutions whose function and equipment are un- 
worthy of business leadership. But suppose there 
was created an international planning department 
properly equipped to do its work from the scientific 
standpoint. Imagine it organized not along na- 
tional lines, emphasizing hour by hour and day 
by day the national differences which you have 
welded in a few short years into a new nation, but 
industry by industry, trade by trade, and function 
by function. Picture it as a clearing-house of vital 
Statistics, statistics which were no longer the by- 
products of administration, but the figures which 
business really needs. See it as a meeting ground 
of the business men of all nations; the hat manu- 
facturers and distributors one day, the steel men 
another, the production engineers a third. Each 
of these groups would meet to forward, not the 
interests of this country or of that, but the common 
interests of their common industry or profession. 
Commerce today knows no frontiers save those 
the politicians have put there. America has colo- 
nized a continent. She is used to pushing frontiers 
westward. Why not push them around the world? 

There are volumes of objections. But that is 
what international planning really means. And is 
there any alternative? Let me read you a little 
passage by way of epilogue. It is from a war 
correspondent’s dispatch. “I went to see the new 
armies learning their lessons in frightful places. 
Always the worst place was the Ypres salient 
where the enemy had the advantage of ground and 
observation so that he could shoot at our men 
from three points of the compass and even hit them 
in the back. The names of all these places are 
a litany of death—Pilckem, Potijze, Hooge, Zille- 
beke, Vlamertinghe, Sanctuary Wood—and Hooge 
was the concentration ground of all that was devil- 
ish. Dead bodies were heaped there, buried and 
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unburied. Men dug into corruption when they 
tried to dig a trench. Men sat on dead bodies 
when they peered through their periscopes. They 
ate and slept with the stench of death in their 
nostrils. Below them were the enemy’s mine 
shafts; beyond them were our own. It was a com- 
petition in blowing up tumbled earth, and men 
fought like devils with bombs and bayonets over 
mine craters which had buried another score or 
so of their friends. The story of Hooge was a 
serial carried on from week to week, but the place 
was only one of our little schools of war for bright 
young men.” 

That is the alternative—for your boys and mine. 
America can no more contract out of the conse- 
quences of a breakdown in western civilization than 
can Belgium. I went to that school. But I had 
the good fortune to learn other lessons as well as 
the lessons of war. In the company command 
post in the ruined cellars of the stables of Hooge 
Chateau I first read “Shop Management”—just at 
the time when that message was written, and a 
few months before Frederick Taylor died. 

Co-operation, co-ordination are difficult. They 
demand sacrifices. But Frederick Winslow Taylor 
belongs to the ages. Nothing that we or others 
can say or do can add or detract from what he has 
done. If, for our own sakes, in love on the part 
of those who knew him and in gratitude on the 
part of those who were not so privileged, we wish 
to build him a memorial, what form should it take? 
Shall we make a little chapel where friends and 
disciples may quietly come and go? Or shall we 
do as he would have done? Shall we go down 
into the fight with lies and ignorance, blindness 
and disaster? Shall we try. to build a temple for 
all the world—a temple in which peace can dwell 
at length, for truth stands at the gate with a drawn 
sword ? 


The View of an Officer of the International Industrial Relations Association 


By C. H. VAN DER LEEUW 
Partner, de Erven de Wed. J. van Nelle, Rotterdam, and President, International 
Industrial Relations Association, The Hague 


HIS is the second occasion on which I have 
to thank the Taylor Society for inviting me 
to speak at one of its meetings. Five years 
ago, I came to this country in search of all possible 


information about methods of production in rela- 
tion to building and equipment. We were about 
to build a factory in Holland and wished it to be 
as up to date as possible. I enjoy recalling the 


3 
4 
{ 
7 
1 
4 
<= 
3 
“a 
4 


August, 1931 


charming and liberal way in which busy Americans 
helped a stranger by giving all the information he 
asked for and even more. This is one of the many 
reasons why I like this country and its people, and 
I shall feel indebted to you always. In particular, 
the Taylor Society and Dr. Person—whose quiet 
helpfulness (and his pipe) I note are still with 
him—gave me what I needed. 

It is here in the Taylor Society that I gained 
my first clear understanding of what you mean by 
scientific management. Mogeover, I got at one of 
the most important and far-reaching ideas which 
Taylor gave to the industrial world—that scientific 
management is an attitude, of mind. Though methods 
and systems may be part of it, Taylor and the 
Taylor Society after him stressed this fact: We 
are not creating a creed or a dogma of systems or 
methods; these are merely the outcome of an atti- 
tude of mind. To quote Taylor’s own words (from 
Hearings Before a Special Committee of the House 
of Representatives): “Without a certain state of 
mind scientific management cannot exist.” 

What I liked in the Taylor Society from the 
beginning, and still like, is the philosophic outlook 
along with a most practical view—more practical, 
as a matter of fact, than the view of many who 
insist that they are practical and that what they 
want is “brass tacks.” Often they have the brass 
tacks, but they do not know where and how to 
place them. The Taylor Society does know, be- 
cause it has the philosophic outlook. 

Belonging as I do to the much criticized—not 
to say despised—class of managing capitalists, I 
feel that I can express some frank opinions about 
this class. We are inclined to appropriate rather 
egotistically any development of art, of science, 
of techniques, whether in methods or in materials. 


Not only in the United States but on our side 


of the water, we want to get the best out of it, 
and we are not always wise as to what is the best. 
Often short-sightedly we act in a way which is 
not even to our own advantage, let alone the ad- 
vantage of others. 

This interest in others, this concern for the hu- 
man beings involved, is a side of industry and man- 
agement which always had the attention of Taylor 
(though he was and is misunderstood by many in 
this respect) and of the Taylor Society. No sen- 
timentality is involved in this. Taylor and the 
Taylor Society have wanted rational methods, a 
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planned management, insight into the why and 
how of an enterprise, which result as a matter of 
course in less waste of energies and materials and 
therefore better financial results; but along with 
that they have consciously aimed to establish 
proper conditions for the human beings who help 
to bring about these results. 

This latter point has been my interest for a long 
time, resulting in the founding —together with 
many others thinking along similar lines—of the 
I.R.I., known, I suppose, to many of you. For 
those who are not acquainted with it, I might 
betray that these letters stand for the International 
Industrial Relations Association “for the study and 
promotion of satisfactory human relations and con- 
ditions in industry.” The full title explains our 
work. We approached these problems from a 
somewhat different angle than that of the older, 
more sentimental movements; we found rational 
methods and scientific management contributing 
largely to proper human relations and coriditions. 
But, as was said in the report of the triennial con- 
gress in Flushing, Holland: The human being 
ought to be the pivot around which turns the 
wheel of industry. 

Here it is that the Taylor Society and the I.R.I. 
meet and supplement and help each other. And 
both alike—as many movements and persons in 
these days—are realizing that all our good ideas 
and intentions, our methods and systems, will not 
carry us very far as long as there is this constant 


danger of economic crises such as we are passing 


through today. I know that we have had other 
crises, and I know that some view them as neces- 
sary or rather as unavoidable, like a recurrent epi- 
demic. There may be some truth in this view, 
but then in olden times epidemics also were differ- 
ently regarded; people made offerings to the gods, 
or rather the devils, who they imagined caused 
them. Now, prophylactic methods have eliminated 
much of the danger. 

It may be true that economic epidemics are un- 
avoidable. But should we not at least make the 
effort to find prophylactic measures to prevent or 
to lessen them? Just as in epidemics science does 
not treat symptoms, but seeks to get at causes by 
observing conditions, so in business and industry 
we must stop talking about merely partial mea- 
sures and try to get the facts, then the insight into 
the facts, and after that the philosophy of the dy- 
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namic properties of the materials with which we 
are dealing. Only after all these points have been 


cleared as far as possible, can we get at the prac- 


tical results—the “brass tacks”—because only then 
shall we know where to place the brass tacks and 
how to use them. 

This idea of getting at the facts and interpreting 
them in advance as a guide for action is the sub- 
ject of the world Industrial Relations Congress to 
be held at Amsterdam in the last week of next 
August under the auspices of the I.R.I. We call 
it a congress on social economic planning—the neces- 
sity of planned adjustment of productive capacity 
and standards of living. I may perhaps quote 
from the Call for the Congress: 

In the present stage of economic life the task of achiev- 
ing balance seems to demand international economic co- 
operation. Some regions of the world remain largely self- 
sufficient. Others are more closely interdependent. But 
interdependence is rapidly taking the place of self-sufficiency. 
Nations and industries, however, are not fully conscious 
of this actual growth toward unity, and their policies are 
still largely shaped toward self-sufficiency as an objective, 
often to the detriment of human welfare, which can be 
assured only if economic and political policies are based 
upon the realities of economic development. 


One of the very important papers of the con- 
gress, dealing with the contribution of the scientific 
management movement toward social economic 
planning, has been prepared by Dr. Person. His 
collaboration is another instance of co-operation 
between the Taylor Society and the I.R.I. We 
believe\that his paper will be a great contribution 
to a betker understanding of scientific management 
and its wider possibilities. I have asked Dr. Person 
to allow me to quote from the synopsis which he 
has already prepared: 

So effectively has this technique of detailed and general 


‘stabilization been developed in all areas of individual enter- 
prise, that today great corporations owning many geo- 


graphically scattered plants are able to manage them as © 


an organic whole more efficiently than the small compact 
plant was managed a quarter century ago. This has offered 
experience of inestimable value to any attempt at col- 
lective management of still larger areas of industry. 

. Scientific management has not yet been applied to the 
‘management of industry collectively. But the present 


state of world industrial disorganization challenges society 


to attempt a better management of its industry. The new 
technology of production and distribution has made it 
possible for industry to be more productive and thereby 
increase human welfare, provided its more delicately bal- 
‘anced parts are not dislocated by forces outside its control. 
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The relations of competitive units of business enterprise 
in individualistic industry have not yet been brought under 
control, and constitute a disturbing force which causes 
periodic dislocations of the production-distribution mech- 
anism, stoppage of industrial processes, unemployment 
and distress. These dislocations become more destructive 
of human welfare as the production-distribution mecha- 
nism becomes more efficient through increasing specializa- 
tion and consequently more complicated functional rela- 
tions. The total of industrial processes—competitive busi- 
ness enterprise as well as technical production and dis- 
tribution—must be brought under control if disaster is to 
be averted. 

Therefore each major industry, each total national in- 
dustry, and world economic relations, must be brought to 
a degree of stabilization comparable to that which scien- 
tific management has made possible for individual enter- 
prise. The technique of collective stabilization must be 
constructed out of that technique which private industry 
has already developed and proved. 


All this really constitutes world budgetary con- 
trol, and here I wish to draw your attention to the 
splendid piece of work done last year by the Inter- 
national Management Institute, of which, as you 
all know, the previous speaker, Mr. Urwick, is 
director. The Institute called the International 
Conference on Budgetary Control, of which I had 
the privilege of being president. 

One interesting incident shows how inevitable 
it is today to recognize the necessity for an inter- 
national outlook. After the first day or two, the 
Conference formed a committee to consider the 
desirability of some sort of organization of groups 
in different industries representing different coun- 
tries. By the time this committee was ready to 
report that such groups were desirable and even 
necessary, the conference management found that 
several had already been formed on their own 
initiative. As a result of individual contacts of 
members of the Conference, six international 
groups had formed themselves, including, among 
others, the automobile industry, the cotton indus- 
try and the steel industry. 

Surely today any country that imagines that it 
can stand aside and prosper while the rest of the 
world is suffering will sooner or later—let us hope 
not too late—discover its error. 


I have heard on your side of the ocean and in 
Europe all kinds of solutions offered for the present 
depression— higher wages to increase buying 
power; lower wages to cut prices; destruction or. 
storing up of stocks in order to raise prices and 
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in so doing to bring prosperity. Some explain the 
situation as due to overproduction; others say it 
is underconsumption; as if it were not actually a 
question of relativity, of balancing. Not being an 
economist, I shall not offer any opinion; if I were 
an economist, I might ‘still less wish to do so. 
Even economists disagree a little. You have prob- 
ably read that Professor Robbins, of the London 
School of Economics, disagrees with Sir Josiah 
Stamp and Professor Keynes, who wish to institute 
protective tariffs. 

Whoever may be right, the point is that inter- 
change of experience and knowledge is needed to- 
day if we are to see the picture as a whole and 
gain the understanding which is essential to wise 
action. In other words, economists and industrial- 
ists and labor will have to come together inter- 
nationally and through exchange of views gain a 
larger understanding of present realities in eco- 
nomic life. The approach needs to be economic, 
since that is where the problem lies. Politically, 
this exchange of views has already been attempted; 
you yourselves are able to see the results. 

Mr. Huston Thompson’s spirited speech at an 
earlier session of these meetings, touching on this 
international aspect, deeply interested me. I would 
only question his solution of instituting a kind of 
Hague court for handling industrial complaints. 
He described some of the difficulties of the Federal 
Trade Commission in the United States, including 
delays in settlement. Could an international court 
of industrial complaints escape these difficulties? 
Moreover, would not the handling of complaints 
be merely treating symptoms? What we need is 
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to gather facts and by properly grouping and in- 
terpreting them arrive at basic principles and the 
root of things. Only then can measures be taken 
which will actually stabilize conditions. 

I rather believe that a body should be created 
of economists, industrialists and labor, from dif- 
ferent countries, to do exactly this work and in 
addition to give information to the public, which I 
think is getting rather tired of the present political 
scramble—an attitude on the part of thé public 
which might become a very real danger. We might 
even conceive of such a body’s dealing with so 
difficult a subject as the tariff and finding a tem- 
porary or even a permanent tariff wall desirable, 
but it would reach its decision not casually or 
through political manipulation, but only after care- 
ful study based on facts viewed internationally and 
with the mutual interest of those involved in mind. 

I hope that you will not consider me sentimental 
if I end by saying that in all these discussions 
one of the things we ought to bear in mind is 
human happiness. Every man is seeking happi- 
ness, not all in the same way—some in very queer 
ways. I hold it to be the task of everyone having 
the least influence in business or industry, along 
with his economic or technical work on this gigan- 
tic industrial problem, to bear this happiness in 
mind and to realize that however splendidly we 
may build the machinery of industry and of the 
world’s affairs, it will be a perfectly useless and 
even dangerous accomplishment if in the end it 
does not promote this human ‘happiness which 


everyone strives after, whether for himself or for 
others. 


THER aspect of the development of Scientific 
Management which is of interest to employers, is 
the rapid spread of an international movement for 

the exchange of ideas and experience bearing on in- 
dustrial management. The government of Czechoslo- 
vakia, very ably led in the difficult period following 
the Armistice, saw the value of the idea, and the contri- 
bution it could make towards the reconstitution of 
European industry. The first International Congress 
was held in Prague in 1924. ... In 1925 a further 
congress was held at Brussels. . . . The third congress 
took place in Rome in 1927. ... The congress was 


attended by over 1400 delegates, representing forty- 
five nations. .. . 

In several European countries, notably Czechoslo- 
vakia, Germany, Italy, and Russia, national institutions 
have been established with government support for the 
purpose of research and propaganda along Scientific 
Management lines. . . . All over the world inquiries 
and experiments are proceeding which are inspired 
with the idea of eliminating waste and perfecting ad- 
ministrative methods by the application and extension 
of the scientific technique first employed in this field 
by F. W. Taylor. (L. Urwick, The Meaning of Ration- 
alisation, pp. 75-76.) 
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National Planning 


af A Discussion of the Outlook for National Planning in the United States 


By J. FRANKLIN EBERSOLE 
" Professor of Finance, Graduate School of Business Administration, — University, Boston 


T IS peculiarly fitting that a program on plan- 
ning should begin with a substitute for a part 
of the ‘plan. 

To raise the question, “Is national planning nec- 
essary?’ appears to be gratuitous in this audience. 
You would not be here if you did not believe in 
planning; the Taylor Society is a monument to 
planning. What we ought to say is that we have 
had a plan, though some have called it planlessness, 
of which we have been too dimly conscious. What 
we need is not so much a plan as an improvement 
in the one we have—a new and better plan. I 
should like also to abolish the word “national” 
before planning. I doubt if any well-read and 
thinking person believes in national planning with 
the emphasis on the word “national.” I am quite 
certain that Dean Donham does not, though his 
book* says that we shall keep our tariff for twenty 
years at least and solve our problem as a nation 
first. I am sure he believes that to be only a step 
in international planning. On the theory that it 
is better to settle our own problems before telling 
the world how to settle its problems and, in the 
well-known American way, to make the parts be- 
fore assembling them, we should do well to sta- 
bilize our national economy before suggesting a 
tie-in with other national economies and interna- 
tional economics. Perhaps we have become of 
sufficient importance in world economics so that 
stabilization of our economy might ipso facto result 
in world stabilization. I am sure that the Amer- 
ican people do not appreciate the pull they have 
economically on the rest of the world. Whether 
we collect or pay out gold, our influence is very 
great. 
Concerning Dean Donham’s book, I am in the 
embarrassing position of wishing neither to save 
the reviewers work nor to act as an advance sales 


*Remarks made before a meeting of the Taylor Society, 
Philadelphia, Pa., May 1, 1931. 

*Business Adrift, New York, Whittlesey House, McGraw- 
Hill Book Company, 1931. 


agent, but I will make two additional statements 
about it. He makes two novel contributions. The 
first, borrowed from Professor Whitehead, is that 
we are in a different world from our grandparents, 
in that it is a world of more rapid change. Carried 
through, this means that forecasting is both more 
dificult and more necessary. On the other hand, 
it may be that forecasting for shorter periods will 
be sufficient. His other stimulus to thought is 
that we have placed too much emphasis on foreign 
trade as the outlet for our endeavors. I think that 
is the most difficult part of the book for economists 
generally to swallow. I think he is emphasizing, 
with a peace motive, that we run blindly into for- 
eign trade without thinking where it ends. If we 
are efficient we put the others out, and we must 
be efficient to stay in and grow. The assumption 
is. that those who have been put out will fight for 
their markets. If we put our energy into domestic 
industry and trade, the world’s standard of living 
will not be lowered by our competition abroad. In 
a second stage, of international co-operation, there 
will be supervised trading in certain markets. I 
think Dean Donham personally expects a reciproc- 
ity to develop in regard to certain industrial situ- 
ations which in time may amount to free trade. 
This cannot conceivably develop within the next 
twenty years, however. 

That much is his speech; mine is to talk about the 
problems involved in executing a plan. Any new 
plan goes through certain stages, the first of which 
is the academic stage. The next stage is adoption, 
either through co-operative activity or compulsory 
statute. The latter means political co-operation and 
the co-operation of business leaders. The consent 
of public opinion must also be secured. Back of 
the enforcement of a statute is the leadership of 
opinion. And, lastly, we must have sympathy with 
administration, which requires patience and ex- 
perimentation. 

To illustrate in a field with“which I am some- 
what familiar, consider the stabilization of money 
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values. American economists fought over that for 
years, persuading themselves that there were some 
injustices in a shifting price level and certain un- 
desirable dynamic results in the form of business 
instability. While they do not agree perfectly on 
all of the details of the academic problem in this 
development, there is a sufficient agreement to say 
that that stage has been completed. The thought 
has not yet been embodied in statutes, but I sus- 
pect it has to some extent influenced practice. We 
do not have public opinion organized in favor of 
it, and we have not developed sympathy for ad- 
ministration. 

Of all the methods of social reform designed to 
regulate business, we have probably gone as far 
on this question of money stabilization as on any 
question of as complicated a nature. There was 
a bill, known as the Strong Bill, before Congress 
a year or two ago which endeavored to crystallize 
all our years of thought and agitation. It was a 
very simple bill; you could have had no agree- 
ment on a plan that was not simple. It provided: 
“The Federal Reserve System shall use all the 
powers and authority . . . to promote... a 
more stable purchasing power of the dollar... .” 
Yet that bill was not passed. We have not reached 
the statutory stage. The Federal Reserve Board, 
with or without the co-operation of the governors 
of the foreign central banks, is undoubtedly broad- 
ly interested in the stabilization of world prices, 
but it has never said so. The Federal Reserve Act 
also is silent on the subject, and has not been 
amended. 

Attention must be directed to our lack of sym- 
pathy for administration. The Federal Reserve 
Board has been experimenting in its field for only 
ten years and yet to most people, even to some 
in this audience, it is considered an old, established 
institution. There is in point the story of a Chinese 
student who spoke of something that had been 
tried in China and found wanting. When asked 
how long it had been tried, he replied, “We tried 
it for seventy-five years and then found it wouldn’t 
work.” 

The illustration used points to the conclusion 
that in national planning we are now in the aca- 
demic stage, saying: “Something ought to be done.” 
There is no single plan in sight, and I think Dean 
Donham was very clever in omitting a definite 
plan from his book. It will be a long road to the 
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statute book because it is a long road to the formu- 
lation of public opinion. I doubt if you can get 
co-operation at an early date on a statute enact- 
ment in the United States, though we hope for 
co-operation among business leaders. That very 
co-operation would be against the enactment of 
statutes which would have to be amended fre- 
quently and each time with the same lethargy. 

This is not an essay in discouragement. We 
must recognize the fact that the education of the 
people must precede any large movement or ac- 
tive realization of any possible planning. It may 
take three years of business depression to crystal- 
lize the thought. If we have the patience to work 
out an articulated, reasonable, and successful plan, 
no one knows how many years of experimentation 
it will take. The thing is not going to be done in 
a year; we must study the problem and persevere 
in the policy. 

We have made some progress toward getting 
recognition of the problem in the official world. 
Whereas in the field of money stabilization we 
succeeded in getting some action and no promises, 
in this field we have had promises and no action. 
Certainly no one believes that the measures which 
the federal government has undertaken in the way 
of responsible, organized, individual action or of 
stimulation of the government’s building program, 
are of sufficient magnitude even to approach a 
solution of the problem. The official attitude, how- 
ever, appears to be sympathetic. Beyond that we 
have a long period of development before a plan 
can actually work. 

For the benefit of the gentlemen present from 
abroad, so that they will not be misinformed, it 
should be said that, by and large, the American 
business man does not believe in the potentiality 
of stabilization. Secondly, we do not have statutory 
endorsement of the idea. And in the third place, 
no one yet knows what price we should pay for it, 
granting that it could be brought about. History 
will have to decide whether or not any planning 
is worth the price; it would be a little presumptu- 
ous for us to assess the value and cost now. We 
are just rising to the heights of an intellectual dis- 
covery and are a long way from action. None 
of you should go back to Europe with the idea that 
we have a Five-Year Plan in the United States or 
that we shall have one next year. While we have 

(Continued on page 175) 
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Governmental Aid in Industrial Planning 


“he 
Proposals for Opening Trade Channels and Restoring Business Activity 
| By HUSTON THOMPSON | 
Bright, Thompson, Hinrichs & Warren 
Former Chairman, Federal Trade Commission, Washington 


HE business crisis that we face today reminds 

me of a statement made by Mark Twain. He 

said, “Don’t get more out of an experience 
than there is in it. For example, a cat will sit 
on a hot stove only once, but the trouble thereafter 
is that the cat will not even sit on a cold stove.” 
I venture to say that as far as the stock market is 
concerned at present the cat will not even sit on 
the cold stove! 

We are in somewhat the position of the Russians 
after their Revolution when everyone wanted to 
say something about it. At present we all want 
to get audiences to listen to our views on the eco- 
nomic situation. People are asking, “What are 
we coming to?” though the more important ques- 
tion seems to me, “When are we coming to?” 

Our friends in the United States Chamber of 
Commerce have been expressing themselves, and 
Mr. Raskob has been doing the same at the Demo- 
cratic National Committee Meeting. As a fellow 
Democrat, I found I could not go along with him, 
though I realized he was speaking sincerely and 
thought he was offering a solution. If he had 
served on the Federal Trade Commission as long 
as I had, I am confident he would not be advo- 
cating that any governmental body should advise 
any business corporation as to what it should or 
should not do under our anti-trust laws. He pro- 
poses that any corporations wishing to merge 
should present their problems to the Federal Trade 
Commission which would advise them if the merger 
is legally fair. They could then proceed without 
fear of criminal prosecution until the Federal Trade 
Commission stopped them. 

After eight years of observation on the Federal 
Trade Commission, I am convinced that if the 
Commission were given power to “rule in advance” 
it would be a detriment rather than a help to busi- 
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ness. I am not surprised, however, that Mr. Raskob 
made the suggestion because I believed the very 
same thing when I went on the Commission. I 
found that there are over 200,000 corporations do- 
ing an interstate business in this country, that 
many of them have problems on which they want 
the approval or advice of a governmental body 
and that it is humanly impossible for any govern- 
mental organization to take care of the amount of 
business that would come to it if it were given 
this power. What is more, it would be beyond the 
ability of the commissioners. The problems put 
to them would involve engineering, accounting, 
economic and legal questions on which they would 
have to secure expert advice. Can you not picture 
the delays involved? 

They tell me there are over three thousand cases 
on the docket of the Tariff Commission and that 
the average time required to put a case through 
is two years, six months and eleven days. Yet 
these are earnest and energetic men. And how 
much more delay would be involved with tens of 
thousands of cases before the Federal Trade Com- 
mission ! 

Then, too, commissioners would be subjected to 
a variety of criticisms. If an approved merger 
turned out contrary to the anti-trust laws the 
Senators and Congressmen would be heard from. 
Chances of reappointment depend on decisions 
which would be bound to be influenced by this 
fact. It is not right to put such power and respon- 
sibility upon any man. 

The United States Chamber of Commerce says 
that it is time we changed the anti-trust laws. As 
a matter of fact, a lot of our troubles today are 
due to the fact that we have not had any anti-trust 
laws in operation. I should like to see the business 
men of today take down their histories and begin 
to read them. I should like to see the secretaries 
of trade associations go back and read about the 
panics that have occurred from the time of Aris- 
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totle to the present day. There are those who have 
the idea that this is the only panic that has ever 
hit the world. Some of us here, however, can 
remember the panics of ’90, 93, ’07 and ’20. 

History proclaims that the problem today, as 
in the past, is due to economic concentration. I 
once had a great teacher in economics—W oodrow 
Wilson—who said over and over again, in his 
teaching days and afterward in his public life, 
“Economic concentration is death.” Today we are 
seeing that statement exemplified. His principal 
reasons for the statement were that such concen- 
tration closed the door to human endeavor, cut 
off opportunity for our youths, destroyed the 
development of individual expression and made 
men static and standardized. 

The Sherman Anti-Trust Law came about as 
the result of a great economic crisis in this country 
in 1890. It was advocated and placed on the statute 
books by the conservative Senators, like Senator 
Hoar. 

Theodore Roosevelt advocated the Bureau of 
Corporations, believing that it was not only nec- 
essary to enforce the Anti-Trust Law as far as 
the channels of trade are concerned but to expose 
the machinations of monopoly. We could no more 
get along without the rules which these anti-trust 
laws uphold than we could get along without the 
traffic policeman. A famous Democrat once said, 
“A statesman may do much for commerce—mostly 
by letting it alone. A river never flows so smoothly 
as when it follows its own course without either 
aid or check.” This is exactly what the anti-trust 
laws do for commerce when they are enforced. 
They are what keep the channels of trade open. 

If there is one thing wrong in the world today 


it is that the channels of trade are blocked by big — 


monopolistic groups and by nations surrounding 
themselves with tariff walls. I cannot go along 
with the United States Chamber of Commerce and 
the trade associations when they say that they 
believe in the abolition of the anti-trust laws. 
How are we to overcome this economic concen- 
tration which is death to business? Some say we 
are drifting toward communism; others say, “Look 
out for socialism.” I am frank to say that if we 
keep on in the way we are going we shall drift 
toward socialism. We cannot have the government 
going into business at the present rate without 
a drift in that direction. I hope we are not going 
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to do this—to surrender the competitive system 
which we have built up within our capitalistic sys- 
tem. I hope, too, that we are not going to make 
expediency our god and try to patch up the situ- 
ation with temporary measures. 

How are we going to get back on the track? 
People say that the competitive system is the most 
expensive. But we have not had the competitive 
system in this country for the past ten years. It 
was my job to read the letters of monopolies and 
trade associations for eight years and I want to say 
that, while there was competition with respect to 
the passing back and forth of goods, there was 
practically no competition with respect to price, 
except in the panic of 1920. And price is king in 
the world of business. 

Our trade association friends should go back and 
study the guild system of 150 years ago which, as 
you know, was smashed into smithereens by the 
doctrines of Adam Smith. They did one thing, 
which is human when there is no control, and that 
was to drift toward price control. England saw 
the dangers involved and dissolved the guilds, but 
France did not see them and experienced a French 
Revolution. 

I do not mean by this that I would dissolve the 
trade associations. When the federal government 
needed quick information and advice during the 
War we received splendid co-operation from these 
associations. We on the Federal Trade Commission 
had certain rules, like the traffic policeman,which, 
if enforced, would keep channels of trade open. 
One of the sets of rules was to the effect that we 
should conduct periodic investigations of industry 
and make the information public. During the War 
the trade associations worked with us beautifully. 
After we emerged from the War, however, there 
were trade associations that wished to conduct 
their business in secret for their own benefit and 
regardless of the effect on the ultimate consumer. 
It is hard to understand why business opposes 
governmental fact finding and publication of the 
same, except that it considers any interference 
bothersome and bureaucratic. It wants to gather 
its own information and gives out only such as it 
considers desirable. But such information is sel- 
dom complete and not often believed by the public. 

Can the government gather better statistics on 
industry than the trade associations? Certainby. 
The trade associations cannot get as wide a view 
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as the government, nor does the ultimate consumer, 
the court of last resort, have as much confidence 
in the associations’ figures. The government has 
little bias. The main aim of the commissioners 
is to give out as broad a cross-section of business 
information as possible. 

On the Federal Trade Commission we were as 
keen as crusaders about the work of fact finding 
and presentation that was started during the War. 
But a coal association stopped us with an injunction. 
We were trying to get out current reports on pro- 
duction, shipments in transit, costs, etc. We 
thought these would be of the greatest value in 
preventing overproduction such as the industry 
was suffering from in 1920. There are in the federal 
files today at least 1500 letters approving of what 
we were doing. These came from producers in the 
Middle West, rather than the East, and stated 
that we were giving them a national picture of 


the industry such as they had never had before. — 


We started at the instance of the Shipping Board 
to trace the cost of coal in West Virginia and found 
that the coal that cost $4.00 at the mouth of the 
mine in West Virginia was costing the government 
itself $24.00 a ton by the time it reached Norfolk. 
When we got that far we were taken into court and 
enjoined because, forsooth, being federal officials, 
we had no right to ask for the cost of mining coal 
within a state. If we had been able to give these 
figuregout to the public and the coal industry 
and to trace ithe cost from the mine to the con- 
sumer, the industry would not be as sick today 
as it is. 

If-we are going to keep the channels of trade 
open and prevent the economic destruction that 
is the result of this concentration, I believe we 
must take another step. Suppose a bill were intro- 
duced into Congress requiring every corporation 
about to sell stock or bonds through interstate 
channels to file certain facts with the federal gov- 
ernment, such as the bonuses paid for the pro- 
_ motion and sale of stock and the amount going 
back into capital. Suppose the corporations were 
required to inform the public where these facts 
could be obtained, and to carry a digest of this 
information in their advertisements. Do you think 
_we should have had such a wild stock panic as we 
have passed through? Would this be called bu- 
reaucracy? I should call it prophylactic. 

Perhaps it would be asking too much of the 
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bankers and brokers of this country, but that is 
what is required in Great Britain, and in every 
civilized country of which I know except the 
United States. 

Every time we have tried to put a bill of that 
sort through Congress the investment banker has 
stopped us. I cannot understand it. It seems to 
me that it would give the honest house a tremen- 
dous advantage to-be able to put a stock or bond 
on the market with that statement behind it. No 
house would be prevented from issuing any stock. 
There would simply be a reversal of the old phrase 
“Let the buyer beware,” to “Let the seller beware.” 
We have reached the stage in civilization and busi- 
ness congestion in this country where this must 
be the attitude. If the facts about stocks and bonds 
sold on the legitimate market by legitimate houses 
had been known two years ago, I am sure that 
many would not have been buyers and therefore 
not in trouble today. 

A third needed provision seems to me to be a 
revision of our patent laws. The great corpora- 
tions today can purchase and suppress thousands 
of patents, thereby blocking the channels of trade. 
In England and Canada a corporation can purchase 
as many patents as it wishes, but it can keep them 
for only a limited period of years without using 
them. After that period any qualified person can 
apply for a license and the same may be granted 
by the courts which fix the royalty fee. Such a 
method prevents concentration and congestion. If 
we had had such a law before the War it would 
have stood us in good stead, as Germany possessed 
in this country many chemical patents which she 
did not use. In order to hold her English patents 
she had to put up plants and manufacture. When 


the War came along England seized the plants 


and manufactured chemicals in the German-built 
plants. We were caught without any chemical 
knowledge as related to munitions. It seems to 
me that this provision would expedite rather than 
slow up business. 

There is a final provision that I have advocated 
many times during the last six months, and that is 
a world trade tribunal. Trade combines in this 
and other countries, with their holding companies 
all over the world, are no longer national but inter- 
national affairs. The tariff also is international in 
its effect. Officials of one nation cannot get a 
true perspective of the effect of a tariff on the rest 
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of the world. There must be an international body 
to do this. | 

There will, of course, be the objection that such 
a tribunal would destroy national sovereignty, but 
that can be overcome by making the international 
body a fact-finding and information-distributing 
organization rather than an enforcing body. The 
information gathered by it and forwarded to the 
nations of the world would prevent the sort of 
log rolling we now have in Washington in our 
tariff-making and at the same time maintain our 
sovereignty. 


These are some of the things which it is neces- 


sary to do if we are to clear the channels of trade. 
If American business men would make Woodrow 
Wilson’s declaration that “economic concentration 
is death” their motto we should be starting back 
toward the road to prosperity and happiness. I 
do not yet despair. 


A Case of Production Planning in a 
Very Small Organization’ 


By M. S. DOWD and RALPH C. C. NOURSE 


President and Plant Manager, The M. S. Dowd Carton 
Company, Hartford 


Introduction 
By P. E. HENDERSON 
Associate Secretary, Taylor Society, New York 


T WILL give you an idea of the size of the 

plant that is to be described when I tell you 

that, had Mr. Dowd himself come to deliver 
this paper, his entire selling force would have been 
absent from the plant; if Mr. Nourse had come, 
one-tenth of the entire production force would have 
been away. The day I visited the plant it had 
taken from 7:30 in the morning until 3:00 in the 
afternoon to set up a printing press for an order 
of 10,000 boxes. It took only the remainder of 
the afternoon to turn out this small job, and the 
man who had set up the machine did the actual 
printing. The principles of scientific management 
work in any sized plant; it is not necessary to have 
a man for every function or operation, but it is 
necessary to define the functions and to have ade- 
quate training in all of them. 

When I asked Mr. Dowd some time ago how 
he happened to be manufacturing boxes, he told 


*Paper presented before a meeting of the Taylor Society, 
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me the following story. As you all know, he was 
originally associated with Mr. Taylor, Mr. Hath- 
away and other leaders in the scientific manage- 
ment movement. He left the consulting field be- 
cause a young man whose father was a box manu- 
facturer suggested that Mr. Dowd supply the 
capital and managerial ability for a box-manu- 
turing venture. The young man claimed to have 
the necessary knowledge of the box-making indus- 
try. He had had ample opportunity to know it, 
but after investing $15,000 in equipment Mr. Dowd 
found that he knew nothing at all about the 
business. With a box-manufacturing plant on his 
hands Mr. Dowd decided that the application of 
scientific management principles would enable him 
to carry on successfully while he was acquiring 
the specific techniques of box manufacture. His 
nine years of experience have proved him right. 

When I visited Mr. Dowd’s plant he pointed a 
young man out to me. He stated that this young 
man had originally been assigned to operate a com- 
plicated machine but had found it impossible to 
master the operations. Instead of firing the young 
man he transferred him to other work which he 
is performing very well. It is Mr. Dowd’s belief 
that there is a place for everyone and that it is 
the management’s job to find the proper place for 
everyone who is a part of its organization. 

I asked Mr. Dowd how frequently he had re- 
quests for increases in wages. He turned to hisé 
planning clerk and said, “Arthur, how long is it 
since we have had a request for an increase?” The 
young man scratched his head awhile and then 
said, “I have been here three years and I can’t 
remember such a request.” Mr. Dowd believes that 
it pays to anticipate such things and to pay a little 
more than similar organizations. The saving in 
labor turnover justifies the extra expense. 

One of the important operations in this plant is 
the folding of boxes. Originally the operator folded 
about four hundred boxes an hour. Mr. Dowd and 
Mr. Nourse realized that this was a low figure but 
did not see how they could increase the production. 
They time-studied the operation as it was and got 
about the same figure. After they had set a stan- 
dard and put in a bonus of several cents, however, 
there was a very appreciable increase in produc- 
tion. The result for the operators was a sizable 
increase in pay. Mr. Dowd points to this as an 
example of the futility of time study as a basis for 
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setting standards unless methods have first been 
studied and perfected. He has no intention, how- 
ever, of cutting the bonus on this operation. He 
realizes that if he did the men would have no faith 
in any of the standards set up and that the loss 
to the company would be greater than the expense 
of this faulty calculation. 

It was interesting to observe the rest period 
described in this paper. The young man, Arthur, 
puts his two fingers in his mouth and blows a long 
whistle at about ten o’clock. Immediately the men 
start circulating about, munching their sandwiches, 
chewing gum or chatting with each other. At the 
end of ten minutes Arthur strikes a bell, such as 
the one teacher used to have to call classes, and 
everybody goes back to work without any con- 
fusion or commotion. 

Mr. Dowd tells me that the cost of this installa- 
tion was approximately six hundred dollars. The 
man who has been trained in scientific management 
and is imbued with the Taylor philosophy is not 
dependent on elaborate systems and can get large 
results at a low cost. 


| 


EFORE going any farther, let us take a 

picture of ourselves and see what we are. 

Our company was organized in 1922, and 
has been in the same location since that date. The 
building is a one-story, brick building containing 
about 7,500 square feet of space. Five thousand 
of these are in the main part where our machines 
are located, and an additional 2,500 square feet are 
used as a stockroom. The office is located in one 
corner of the main room. 

We manufacture folding paper boxes, on stand- 
ard equipment made for the purpose. It is the same 
kind of equipment as that used in the majority 
of the folding-box plants in this country. This 
equipment consists of both job and cylinder print- 
ing presses, platen and cylinder cutters and creasers, 
hand and automatic gluing machines, and a paper- 
cutting machine, together with miscellaneous equip- 
ment of various kinds. With this equipment we are 
able to manufacture a very large range of sizes 
of boxes. 

The material used is known as folding-box board. 
It is a particular form of so-called cardboard, 
ranging in thickness from fifteen to forty one- 
thousandths of an inch. As a rule, the board is 
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purchased in the size required for the job at hand, 
although some stock is carried on hand, and has 
to be cut before it is run. 

Generally speaking, the process of making a 
folding box is as follows: The stock is first printed 
on one of our printing presses, in one or more 
colors, as may be necessary; then cut and creased 
on one of the cutting and creasing machines. We 
usually make several boxes on the same sheet and 
between each box a small amount of stock is left. 
It is necessary to remove this waste by hand. One 
hundred sheets of stock are handled at one time. 
These boxes are then stacked on platforms and 
fed into the automatic gluing machine, where they 
are glued, folded, counted and tied in packages of 
fifty boxes. They are now finished, ready to be 
bundled and shipped. 

There are about ten men employed in the plant, 
two of whom represent the management side. One 
of these two has charge of the plant. He directs 
the men in the way the work should be done, 
and the other tells them when and where the oper- 
ations are to be performed. None of these ten men 
has ever worked in any other box shop. They are 
all young. None is over thirty-five and the youngest 
is twenty-three years old. Some of these men have 
been with the company since its beginning. None 
of the men employed at the present time has been 
with us less than three years. 

Our total investment in equipment and machinery 
amounts to about $30,000. Our sales are ‘between 
$75,000 and $100,000 per year, and in the course 
of a year we consume between five and six hun- 
dred tons of stock. 

In such a small plant as ours, it is necessa 
that the clerical force be kept as low as possiby 
and we are very fortunate in having a young man 
with us who is able to serve in many ways. Au® 
of the clerical work pertaining to the planning, 
production and recording of results is done by this 
young man, who has been referred to as one of 
the men on the management side who directs the 
men “when and where the operations are to be 
performed.” 

In large organizations there may be one or more 
persons assigned to each function of planning, but 
in this small organization this one man performs 
the following duties: 

1. Order Clerk (Records orders.) 

2. Route Clerk (Prepares route sheets.) 


2 
; 
2% 
a 
a 
« 
« 
aa 
“2 
ce 
Ong 
+" 
4 
ay 
aay 
* 


August, 1931 


3. Ticket Clerk (Duplicates time tickets.) 

4. Balance-of-Stores Clerk (Keeps stores records.) 

5. Order-of-Work Clerk (Schedules orders for 
production.) 

6. Bulletin-Board Clerk (Changes operators’ time 
tickets.) 

7. Receiving Clerk 

8. Shipping Clerk 

9. Payroll Clerk (Summarizes daily, weekly and 
monthly the individual operator’s time tickets.) 

10. Cost Clerk (Makes up cost sheet for each job.) 

It is due largely to his ability that our shop runs 
so smoothly. 

When an order is received, a copy of it is made 
in a book provided for the purpose, and a number 
assigned to it. No attempt has been made to work 
out a classification of our product. The various 
styles of boxes with the almost unlimited number 
of sizes makes it difficult to see the advantage. A 
job envelope is used to hold what information is 
necessary, such as a sample, copy, proof, and what- 
ever else pertains to the particular job. A route 
sheet is made out from the construction sheet. 
This contains complete information as to the oper- 
ations to be done, in their proper order, quantities 
of each size, bill of material, and such shipping 
instructions as are necessary, since our product is 
shipped as soon as it is finished. Time tickets, 
stores issues and shipping labels are made from the 
route sheet. A master of each is set up, and the 
required number run off on a Speed-O-Graph 
duplicator. The time tickets are made in duplicate, 
one white, the other yellow, for each operation. 
They carry the name of the operation, the machine 
symbol, and the quantity to be made. These tickets 
are then placed on the planning board under the 
machine in operation, either in numerical order, or 
in accordance with some order-of-work schedule. 
The stores issues, after the quantity has been 
deducted from the available column of the stores- 
record card, are placed in the job envelope until 
such time as the stock is ready to be used. At this 
time, a man, working on a time ticket charged 
to this particular order, moves this stock to the 
machine. He indicates on the stores issue the 
amount of stock taken, the balance on the bin 
tag, and signs the record. The material is then 
priced, extended, deducted from the “on-hand” 
column of the stores record card, and filed by order 
number. The labels are held until the order is 
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ready to bundle, at which time it is given to the 
bundler, who places a label on each bundle as he 
finishes it. 

With this picture in mind, it is not very difficult 
to recognize some of the problems with which we 
have to contend. Our sales are irregular. By that, 
I mean that this week we may be running several 
jobs of three colors, with very few jobs that are 
not printed. It is necessary to run the printing 
presses overtime to keep the flow of work to the 
subsequent machines uniform. Next week we may 
be running jobs, the majority of which are blank, 
so that our printing equipment is idle. 

Since we manufacture no stock items, we must 
actually have an order for boxes before we can 
start to manufacture. Except for small orders, the 
stock has to be ordered from the mill. The mill 
carries no stock, so that it is necessary for them 
to have sufficient orders for the particular ‘grade 
and thickness before they can manufacture our 
order. This often makes it impossible to know 
definitely when our stock will be delivered. One 
or two weeks is the average time for delivery. This 
does not help to smooth out our production. 

Unbalanced equipment is a necessary evil with 
the small plant. Take the automatic gluing machine 
as an example. This machine has a capacity suff- 
cient to glue the output of a plant three times the 
size of ours. It requires three men to operate it. 
It runs one-third of the time. We must have men 
available for this machine, and we must have work 
for them when the machine is idle. We have to 
use them for other work, such as janitors, bundlers, 
etc. We try not to use operators of other machines 
for this class of operation. Each man has been 
trained in more than one job, so that we are able 
to shift practically all of our men from one oper- 
ation to another. 

Set-up time is very uncertain; sometimes it takes 
as long as, or longer than, the actual running time, 
but just as often it takes a short time compared 
with the running time. Each feeder is required, 
as a rule, to set up his own machine. It is a regular 
thing for a man to stay on one machine for several 
weeks, performing alternately the work of set-up - 
man and feeder. 

When a man is put on a machine, he is given 
such instructions as he needs. If the job happens 
to be a printing job, he is given the ink to be used, 
the electrotypes, the stock on which the job is to 
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be run, a sample of the box, and whatever else the 
particular job requires. Before he can proceed with 
the actual running of the job, he must have his 
_ work approved by the management. When he is 
given his “feeding” ticket, he is instructed as to 
the quantity to run, changes in printing, etc. 

In the development of this work, we have tried 
to make everything as simple and effective as pos- 
sible. We have time studies on some of our oper- 
ations, principally the ones which are hand work. 
These studies have given us a good basis for bonus 
payment, which has been very satisfactory from 
all points of view. 

Our planning board provides space for three 
groups of tickets; (1) goods in process; (2) goods 
ready and (3) goods not ready. As each ticket 
is returned, the operation is checked off on the 
route sheet, and the next operation’s tickets are 
moved up to the “ready” space. This has been very 
satisfactory. The route-sheet records, which are up 
to the minute at all times, show exactly how far 
the job has advanced. This is a decided advantage 
when we are, at short notice, called upon to make 
a promise of delivery. Occasionally it is necessary 
for the writer to “run the shop.” It is a very simple 
matter for him to step in and keep all hands busy, 
and to continue to keep the records up to date, 
although he may not have been called upon for 
some time to perform the other man’s duties. 


Stores cannot be considered much of a problem, © 


since the majority of the items are bought for one 
particular order, and completely used on it. We 
have no trouble with stores being stolen, apparently 
because no one has any use at home for the ma- 
terial used in paper boxes. A perpetual inventory 
is maintained by means of a Visible Index. Each 
card contains space for the stores ordered, on hand, 
apportioned and available, as well as the total 
value. This inventory is checked periodically by a 
physical inventory and necessary adjustments made. 

With the help of wage incentives, we have been 
able to maintain a high average production. And 
with a liberal application of “the loss of this bonus 
for poor work” we are able to maintain a good 
quality as well. We undoubtedly pay higher wages 
than most folding-box manufacturers do, but we 
have no labor trouble, no “soldiering,” and a low 
labor turnover'in addition to good production. A 
few years ago we instituted a rest-period plan. 
Twice a day, at 10:00 A.M. and at 3:00 P.M., the 
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men are given ten minutes to smoke, rest, eat, or 
do whatever they wish. If anyone is tardy, either 
in the morning or at noon, he loses his right to 
the next two rest periods. We feel that this plan 
has been satisfactory and more than pays its way. 
The men are paid for these rest periods, and do 
not abuse them by smoking at any other time 
during the working day. Only occasionally do we 
find a man who does not fit into the spirit of our 
organization. After a fair trial he generally 
eliminates himself if there is no improvement. 

One of the important results of our work is the 
ability to arrive at reasonably accurate cost records. 
In addition to our time tickets and stores issues, 
we keep an analysis of our non-productive labor 
and also a record of actual machine-operation time. 
As soon as each order is finished, a cost sheet is 
made up, showing the material, labor, hours of 
overhead, delivery charges, etc. By making a com- 
parison of this cost sheet with the estimate sheet 
made before the order was received, it is possible 
for us to quote prices which represent an intelligent 
estimate and not a wild guess. 

- Our construction sheet contains the following 
information and is made when the first order for 
the box is received: (1) name of customer, (2) 
box number (customer’s), (3) size of box, (4) 
kind of material, (5) thickness of material, (6) 
size of stock which is used, with the number of 
boxes per sheet, (7) colors and numbers of each 
ink used, (8) the order numbers on which the box 
was made, (9) the size of stock used on each order 
(usually, but not always, the size which should 
be used) and (10) the number of boxes per bundle. 

From our experience of nearly nine years of 
work under this method, we are not at all pessimistic 
about the application of scientific management 
principles to a small plant, provided they are in- 
troduced by a man who has either had years of 
experience in installing scientific management 
methods in a large plant or has worked for a long 
time in a large plant where the Taylor principles 
are adhered to. He must be thoroughly familiar 
with all details so that he is in a position to know 
what details are necessary and what can be elimin- 
ated to obtain the desired results. 

While we are aware of the fact that in many 
ways we are not scientific, we still feel that we 
have made progress in the right direction, without 
an unwarranted expense. 


A 
‘ 
4 
< 
a 
7 
a 
aa 
a 
~, 
at 
*. 
> 
- 
ig 
- 
. 
= 
4 
& 
< 
+ 


August, 1931 


Comparison of Time-Measuring 
Mechanisms’ 
Their Characteristics and Uses 
By H. H. WILLIAMS 
Consulting Engineer, New York 

VERY few words will suffice to describe the 
A time-study machine which I exhibited at 

the informal conference on December 4 on 
“Comparison of Time-Measuring Mechanisms.” 

This machine comprises a mechanism which 
moves a tape of adding-machine paper at a uniform 
rate of speed under a pen which can be moved 
laterally across the tape in steps by the observer’s 
pressure on a button at the end of each time ele- 
ment observed. At the completion of a cycle the 
pen can be returned to its starting position by 
another key. 

The idea of the machine is that the observer has 
to make no readings of a stop watch or notations 
of same, but keeps his eye on the operation while 
making a graphic record on the tape. Upon com- 
pletion of a series of observations the tape can be 
studied at leisure, and the graphic record turned 
into a numerical record by converting the lineal 
measure of each element into time with the aid 
of a scale or rule to which the speed of the tape 
is regulated. The tape moves so rapidly that ele- 
ments as short as .002 or .003 of a minute can be 
timed, and longer elements with similar accuracy. 
So much for the time-study machine. 

However, the whole subject of timing mech- 
anisms of various kinds and of their uses in “time 
study” is very evidently in need of clarification 
if we are to judge by the papers presented at the 
conference and the discussion which ensued. Dr. 
Person has kindly invited me to make a contri- 
bution to such a clarification. 

In the first place it is necessary to make some 
sort of subdivision of time-study work into its 
component parts so that we may discuss timing 
devices in connection with each phase, For this 
purpose I submit the following: (1) improvement 
of observed mechanisms; (2) motion study; (3) 
rate setting; (4) training of a group of workers. 

1. Improvement of Mechanisms. The first and 
most important work to be done in undertaking 
a time study is to improve the mechanisms em- 


‘Informal group conference of the Taylor Society, New 
York, December 4, 1930. 
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ployed in the operations studied. The possibilities 
here are too wide to be discussed in any. detail. 
They range from the design of special machinery, 
the adaptation of existing machinery, the improve- 
ment of tools, fixtures or work places, to the es- 
tablishment of facilities for the maintenance of 
tools in proper condition for use. 

How much or how little may be expected of the 
time-study man in this connection will depend en- 
tirely upon the organization of the company. There 
may be a highly developed mechanical engineering 
department which will take care of all work in 
connection with the design or adaptation of ma- 
chinery. Then a great deal depends upon the time- 
study man himself because mechanical ideas may 
often and very naturally come from him. 

But in the field of tools, work benches, facilities 
and gadgets to make work easy and speedy the 
time-study man is usually supreme; and members 
of the Taylor Society need not be reminded of the 
possibilities of accomplishment along these lines. 

Whatever may be the nature of our time-study 
man’s work in connection with the improvement 
of mechanisms as briefly outlined aboye, it is my 
opinion that a stop watch will suffice for al? inci- 
dental timing work. 

2. Motion Study. Having once determined upon 
the machine, fixtures, tools or other facilities for the 
best performance of the work in question, the next 
duty of the time-study man is to discover the 
sequence of motions, on the part of the worker, 
which will produce the largest output, and at the 
same time cause a minimum of fatigue. Should 
the worker stand here or there? Should he do 
this first or that? Should the worker do this with 
his right hand while his left hand is doing that, or 
vice versa? A combination of common sense and 
inventive or imaginative ability is required of the 
time-study man for this work. 

A quick eye and a stop watch will, in my judg- 
ment, do all the timing that is necessary in this 
connection. I must confess that I am not familiar 
with the possibilities of usefulness of a motion- 
picture machine as an aid to motion study; it is 
simply an opinion that a stop watch is all that is 
necessary to determine which sequence of motions 
is the quickest. 

3. Rate Setting. After the time-study man has 
done all that he can in the matter of developing 
the best mechanisms for accomplishing a given 


be 
x 
i 
4) 
» 
te 
+ 
i 


174 BULLETIN OF THE TAYLOR SOCIETY 


result, and has trained a selected worker to employ 
the best methods and motions, it is often necessary 
to wait an interval until this worker acquires speed 
and skill through practice in the new way of doing 
the work. The time-study man is then in a posi- 
tion to make the time observations upon which 
‘piece-rate, task-times or other forms of incentive 
wage may be based. | 

The appropriateness of each of the different kinds 
of timing mechanisms for making these observa- 


tions will depend in a very large measure upon | 


the nature of the work in hand. It is not possible 
here to consider many of the endless variety of 
situations with which time-study men have been 
confronted. A few typical cases will, however, 
suffice to point out some of the determinants of 
our problem. | 

We shall first consider the time study of con- 
struction work. Here the elements of the work 
are usually relatively long and somewhat variable 
in the time required for performance. The cycles 
or repetitions of groups of elements are often ir- 
regular. Under these conditions a stop watch offers 
all the accuracy that is necessary for an elementary 
time study. In fact, neither the motion picture 
apparatus nor the time-study machine would be at 
all satisfactory for most of such work, with ob- 
servations such as can be obtained with a stop 
watch, Standard elementary times can be tabu- 
lated, and formulas derived therefrom, which per- 
mit a fairly easy and uniform method of rate set- 
ting without the necessity of timing each slight 
variation in the work. 

As a second example we will consider a depart- 
ment containing only special-purpose machines, all 
doing identically the same piece of work; a con- 
dition such as might exist in an automobile parts 
factory. The work we shall imagine has suddenly 
started in at a very high rate of production, and 
may in all likelihood just as suddenly end. The 
motions, or elements of the work of operating these 
machines, may bear very little relation to any other 
work going on in the same plant. 

There is, of course, a tremendous importance at- 
tached to the development of exactly the right 
kind of accessories and fixtures for operating these 
machines and to the motion-study part of time- 
study work. This done, the time studies for rate 
setting can probably be done just as well with a 
stop watch as with any other kind of mechanism, 
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for the simple reason that over-all times are all 
that are necessary—the elements being of no im- 
portance as an aid in developing formulas for sav- 
ing observations. 

A third situation which we shall consider is rep- 
resentative in a broad and general way of a great 
deal of manufacturing work. We shall consider 
a grinding department of a factory which manu- 
factures ordinary open-end, forged wrenches. There 
are a dozen or more different kinds of wrench— 
single end, double end, straight handle, “S” handle, 
light weight, medium weight, etc. There are, of 
course, a dozen or more sizes of each kind, each 
of which may be finished in two or three different 
ways, all of which variables affect the time re- 
quired for grinding. 

The elements which comprise each cycle of work 
are very short; pick up wrench, grind one side 
of head, turn, grind other side, grind handle, etc. 
—which range in time from .003 to .03 of a minute. 
To obtain the times of these elements with a stop 
watch with anything like the necessary degree of 
accuracy is quite impossible. Even that the simul- 


taneous equation, devised by Mr. Barth, does not — 


give satisfactory results is the conclusion I have 
reached after an often repeated struggle to employ 
it for the determination of times of short elements. 

The best that can be done with a stop watch 
is to obtain the over-all times of all the different 
varieties of work which pass through the depart- 
ment. This involves a great deal of observation 
work and involves the likelihood of considerable 
irregularity in the rates which are set. 

If, however, we can determine the times of the 
elements with a high degree of accuracy, we can 
with a relatively few observations prepare a set 
of tables or formulas from which the time of any 
piece of work can be determined. For example, 
the time to pick up a wrench can be determined 
by a few observations on large, medium-sized and 
small wrenches; the times for the in-between sizes 
can readily and accurately be interpolated. The 
times for grinding “S” shaped handles would differ 


very much from the times for grinding the straight- 


handled wrenches, but the other elements would 
be practically the same—and so on. There are two 
mechanisms with which the times of such elements 
can be obtained; one is the motion picture appara- 
tus, the other the time-study machine I have de- 
scribed. The motion-picture method is unquestion- 
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ably more accurate; it is absolutely accurate. It 
it, on the other hand, much more expensive; the 
original equipment is more elaborate, the films cost 
very much more than the paper tapes, and the labor 
of converting the machine records into numerical 
tabulations of times is greater. If the time-study 
machine is more than sufficiently accurate for most 
situations, as I believe it is, why should one go 
to the considerable additional expense involved in 
the motion-picture process? 

4. Training of Workers. The training of the whole 
body of workers in a department, or a plant, is the 
final phase of the work of the time-study man. 
Timing mechanisms may prove useful, or even nec- 
essary, in this connection in order to determine 
what particular part or element of the work may 
be giving difficulty to a worker. 

For classes of work similar to the construction 
work to which we have before referred, the stop 
watch will doubtless prove adequate for all re- 
quirements of training and instruction work. 

While the stop watch may prove adequate for 
setting rates for work such as that described as 
occurring in a department performing a single op- 
eration for a long time on a single article, some 
more exact instrument may well prove helpful in 
analyzing the performance of individual workers 
incidental to their training. In this way the work- 
ers may be helped in finding their points of weak- 
ness and correct them. | 

For kinds of work such as those typified by the 
wrench-grinding operation above described, the 
same exact kinds of timing mechanism employed 
for rate setting will most likely prove helpful in 
training the whole body of workers. It is difficult 
to help a worker unless one can analyze his per- 
formance into its elementary parts and thus put 
a finger upon his weak spots. The time-study ma- 
chine is much cheaper and quicker, but the motion- 
picture apparatus would undoubtedly be of especial 
value in helping one worker to visualize his per- 


formance as contrasted with that of another and 


more skillful worker. 

The above notes represent my present opinions, 
which are not ventured with the thought that they 
possess any degree of finality. It is simply my 
hope that any future discussion on this subject 
may be so classified that each one’s experience may 
be co-ordinated with others and in course of time 
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a body of information accumulated regarding each 
phase of time-study work. These should be of 
value to all those who are interested in the estab- 
lishment of fair and equitable rates of pay for 
workers, and at the same time a fair and proper 
equivalent quantity of work performed. 


(Continued from page 165) 

official endorsement it cannot.be carried through 
to real action until a long period of education, in 
high places as well as in low, has been pursued. 

National planning of some sort is inevitable. 
It is important that the plan adopted be a well- 
considered one. It is not a simple problem to solve. 
The inevitability and complexity involved create a 
great responsibility for those who are aware of 
these facts. We shall find a solution, but that solu- 
tion depends upon the quantity and quality of 
thought and action that we devote to it in the near 
future. 


Reviews 
University Education for Business. By James H. S. 
Bossard and J. Frederic Dewhurst, University of 
Pennsylvania Press, Philadelphia, 1931, pages xii, 
578. 


Here is an exceptionally valuable book which analyzes and 
assesses the progress of university business education in this 
country. It should be of substantial value in clarifying and 
crystallizing educational thought on the problems of business 
education; and it will help to throw into proper perspective 
the relative importance of the different phases of the problem. 

While in no sense an answer for some of the strictures of 
Dr. Abraham Flexner in the discussion of vocational educa- 
tion in his recent book “Universities—American, English, Ger- 
man,” it does present a more honest and hopeful picture of the 
objectives and quality of collegiate business instruction than 
Dr. Flexner offers. 

The discussion of objectives is naturally primary and on 
this point the authors say: “Four distinct objectives are men- 
tioned in the formal announcements of these schools. These 
are: (a) training in the general fundamentals of business; 
(b) training in various specialized phases of business; (c) 
training for business leadership; and (d) equipment with the 
cultural and ethical foundations for business life.” Agree- 
ment seems to be general that the aim is not to impart knowl- 
edge of specific methods so much as it is “to train students 
in habits of work and methods of thought and oral and written 
expression.” “It would be most unwise to assume that the 
school should abandon its traditional aims and devote its 
energies exclusively to the development of ‘personality,’ but 
it is equally obvious that the maintenance of high standards 
of scholarship should not be the sole aim of an institution 
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